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ALDERMANIC      CHAMBER, 
City  Hall,  New  York  City. 

October  i8th,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

FRANK  B.  JORDAN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.    Where  do  you  reside?     A,    58  West  88th  Street. 

Q.  What  is  your  occupation?  A.  Fire  insurance  and  real 
estate. 

Q.   Where  is  your  office?     A.    120  Broadway. 

Q.  How  long  have  you  been  in  that  business?  A.  Fifteen 
years. 

Q.   Are  you  the  son  of  Thomas  D.  Jordan?     A.   I  am. 

Q.  Formerly  Comptroller  of  the  Equitable  Life  Assurance 
Society?     A.   Yes. 

Q.    Where  is  your  father?     A.    I  don't  know. 

Q.   When  did  you  last  see  him?      A.   I  saw  him  Labor  Day. 

Q.   Where  did  you  see  him?     A.   At  his  home  in  Englewood. 

Q.  Have  you  had  any  communication  with  him  since  ?  A.  I 
have  not,  no,  sir. 

Q.   Is  he  at  his  home  in  Englewood?     A.    He  is  not. 

Q.   When  did  he  leave  there  ?     A.   He  left  there  Tuesday. 
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Q.   This  week?     A.    After  Labor  Day. 

Q.   Tuesday  after  Labor  Day?     A.  ^Yes,  sir. 

Q.   Where  did  he  go?     A.   I  don't  know. 

Q.   "Who  else  is  at  his  home  in  Englewood?     A.   A  caretaker. 

Q.  Did  your  father  speak  to  you  about  his  going  away?     A.  He 
did  not. 

Q.    How  do  you  know  he  went?     A.    He  never  stated  to  me 
that  he  was  going  away. 

Q.   How  do  you  know  he  is  gone?      A.  Well,  I  know  that 
he  is  away. 

Q.   How  do  you  know  it?     A.  Well,  I  have  not  seen  him. 

Q.    Have  you  tried  to  find  him?     A.   I  have  not,  no,  sir. 

Q.   Have  you  been  over  to  the  house  in  Englewood?     A.  Yes, 
sir. 

Q.   Found  it  in  the  hands  of  a  caretaker?     A.   Yes,  sir. 

Q.   Was  that  a  surprise  to  you?     A.   A  surprise? 

Q.    Yes.     A.    Why,  arrangements  had  been  made  for  a  care- 
taker. 

Q.   In  your  father's  absence?     A.   Every  year,  yes,  sir. 

Q.  Where  does  your  father  live  in  New  York,  does  he  have  any 
residence  in  New  York?     A,   58  West  88th  Street. 

Q.   The  same  residence  as  yourself?     A.   Yes,  sir. 

Q.  When  was  he  last  there?     A.   He  was  there  on  June  15th. 

Q.    When  was  he  last  at  120  Broadway?     A.    That  I  don't 
know. 

Q.  When  did  you  last  see  him  there?     A.   I  saw  him  there  in 
the  fore  part  of  Jtily. 

BY  THE  CHAIRMAN: 

Q.    Do  you  know  of  anyone  who  has  communicated  or  heard 
from  your  father  since  Labor  Day?     A.   I  do  not,  no,  sir. 
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BY  MR.  HUGHES: 

Q.  Where  do  you  forward  his  mail  ?  A.  I  do  not  forward  his 
mail. 

Q.  Any  mail  received  for  him  at  58  West  88th  street?  A.  At 
my  house? 

Q.  Well  at  the  house  where  you  say  he  lives  when  in  the  City? 
A.   Mail  is  received  there,  yes  sir. 

Q.    For  him?     A.    For  him,  yes  sir. 

Q.  What  is  done  with  it?     A.   It  is  left  there. 

Q.    Accumulating?     A.    Yes,  sir. 

Q.  Any  mail  received  by  you  addressed  to  your  father  at  120 
Broadway?     A.   Not  to  me,  no,  sir. 

Q.   Have  you  seen  any  such  mail?     A.    No,  sir. 

Q.  You  don't  know  where  mail  is  forwarded  from  there? 
A.    No,  sir. 

Q.  Do  you  know  whether  your  father  is  alive?  A.  I  presume 
he  is.     I  am  not  positive. 

Q.  But  you  have  no  right  to  presume  so?  A.  I  hope  he  is 
alive. 

Q.   You  don't  know  anything  about  it?     A.   No. 

Q.  Has  your  father  a  family  besides  yourself?  A.  One,  yes, 
sir. 

Q.    Brother  or  sister?     A.   I  have  a  sister,  yes,  sir. 

Q.    Where  does  she  live?     A.    Up  in  Harlem. 

Q.  What  is  her  number  ?  A.  I  really  don't  know  the  number. 
I  cannot  recall  now. 

Q.  When  did  you  forget  it?  A.  I  don't  know,  I  really  don't 
know  the  number. 

Q.  Any  other  member  of  your  family  besides  you  and  your 
sister?     A.    No,  sir. 

Q.  What  is  the  name  of  the  sister?     A.  Mrs.  Edward  O'Brien. 

Q.    Is  her  husband  living?     A.    Yes,  sir. 
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Q.  What  is  her  maiden  name?      A.    Her  maiden  name  is 
Elizabeth. 

Q.    Has  your  father  a  wife  living?     A.   Yes,  sir. 

Q.   Where  does  she  live?     A.    58  West  88th  Street. 

Q.   Is  she  there?     A.   No,  sir. 

Q.   When    did  you  last  see — is   she    your    mother    or   your 
father's A.    My  mother. 

Q.  When  did  you  last  see  Mrs.  Thomas  D.  Jordan?     A.   I  saw 
her  the  day  before  Labor  Day — or  Labor  Day,  at  least. 

Q.   At  Englewood?     A.    Yes. 

Q.    You  have  not  seen  your  mother  since?     A.    No. 

Q.  Have  you  had  any  communication  with  your  mother? 
A.    No. 

Q.    Written  to  her?     A.    No. 

Q.    Has  she  written  to  you?     A.   No. 

Q.    Has  your  sister  written  to  her?     A.    I  don't  know. 

Q.  Has  your  sister  received  any  word  from  her?  A.  I  don't 
know. 

Q.  Or  your  father?     A.  I  don't  know. 

Q.  Do  you  mean  to  say  that  you  have  not  any  idea  where  your 
father  or  mother  are?     A.  No,  sir,  I  do  not. 

Q.  Do  you  know  whether  either  of  them  is  living  or  dead? 
A.  No,  sir. 

Q.  Did  you  have  any  talk  with  your  mother  about  her  going 
away?     A.  No,  sir. 

Q.  Did  not  know  that  she  contemplated  going  with  your 
father?     A.  No,  sir. 

Q.  You  talked  with  them  on  Labor  Day  without  any  mention 
of  the  fact  that  they  were  going  to  leave?  A.  They  said  nothing 
to  me. 

Q.  And  you  said  nothing  to  them?     A.  No. 

Q.  Do  you  know  any  reason  why  they  should  go  away  in  that 
way?     A.  I  do  not  know  any  reason,  no,  sir. 
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BY  MR.  TULLY: 

Q.  You  want  to  be  fairly  understood  as  testifying  upon  your 
oath  that  you  don't  know  where  your  father  and  mother  are  nor 
have  you  known  for  six  weeks?  A.  I  do  not  know,  and  I  am 
answering  that  question  truthfully,  I  don't  know  where  they  are. 

BY  MR.  HUGHES: 

Q.  Do  you  know  anybody  who  does  know?     A.  No. 

Q.  Have  you  taken  any  steps  to  find  out?  A.  No,  I  have 
not. 

Q.  Has  your  father  got  any  secretary  or  assistant  clerk?  A. 
I  don't  know  of  any,  no,  sir. 

Q.  If  you  wanted  to  know  where  your  father  was  is  there 
anybody  you  could  inquire  of?     A.  No,  sir,  I  don't  know. 

BY  MR.  WEMPLE: 

Q.  Has  your  father  any  business  that  called  him  away  that 
you  know  of?  A.  I  know  he  has  several  interests  throughout 
the  country.     I  don't  know  what  they  are. , 

Q.  Has  a  similar  occasion  ever  occurred  before,  his  going 
away  and  staying  this  length  of  time  without  your  knowledge? 
A.  He  goes  away  on  trips,  yes,  sir. 

BY  MR.  HUGHES: 

Q.  You  will  remain  under  the  subpoena  of  the  Committee 
and  in  attendance  when  we  call  for  you.     A.  Yes. 

JOHN  J.  CUNNINGHAM,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 
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BY  MR.  HUGHES: 

Q.  Where  do  you  reside?    A.  Dobbs  Ferry,  New  York. 

Q.  What  is  your  occupation?  A.  I  am  a  clerk  of  the  New 
York  Insurance  Department. 

Q.  How  long  have  you  been  employed  in  the  New  York 
State  Insurance  Department?    A.  Since  1895. 

Q.  In  what  capacity?    A.  Examiner. 

Q.  What  do  you  do  as  examiner?  A.  Well,  I  am  detailed  to 
the  New  York  office. 

Q.  What  do  you  do  there?  A.  Check  up  reports  and  file 
them  and  when  they  are  being  made,  to  check  up  the  figures 
and  see  that  they  are  correct  and  so  forth,  and  attend  to  the 
duties  generally. 

Q.  Do  you  know  Andrew  C.  Fields?     A.  Yes,  sir. 

Q.  How  long  have  you  known  him?  A.  I  think  about 
twenty  years. 

Q.  Are  you  a  neighbor  of  his  in  Dobbs  Ferry?    A.  Yes,  sir. 

Q.  Any  business  connection  with  him?  A.  Not  at  present, 
no  sir. 

Q.  Did  you  have?    A.  Yes,  sir. 

Q.  When?     A.  From  1888  to  1893  I  think. 

Q.  What  was  that  connection?    A.  Livery  business. 

Q.  What?    A.  In  the  livery  business. 

Q.  Was  Mr.  Fields  in  the  livery  business?  A.  He  was  con- 
nected with  it,  yes,  sir. 

Q.  In  what  way?  A.  Well,  he  was — the  firm  of  P.  F.  Dutcher 
&  Company. 

Q.  Where  did  that  firm  do  business?     A.  Dobbs  Ferry. 

Q.  And  was  Mr.  Fields  a  member  of  that  firm?  A.  I  could 
not  say  positively  but  I  always  thought  he  was. 
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Q.  What  did  you  have  to  do  with  that  firm  F'^ A.  Superin- 
tendent of  the  stables. 

Q.  How  long  did  you  remain  superintendent  of'the  stable? 
A.  About  five  years. 

Q.  Until  1893?    A.  Yes. 

Q.  Then  what  did  you  do  ?  A.  Then  Mr.  Fields — I  went  to 
Albany  with  Mr.  Fields  one  winter. 

Q.  What  winter  was  that?  A.  I  think  that  was  the  winter 
of  1893. 

Q.  And  1894?     A.  Well 

Q.  You  mean  the  winter  beginning  with  January,  1893?  A. 
January,  1893,  Y^s,  sir. 

Q.  What  did  you  do  there?  A.  I  did  not  do — anything  I 
was  told  to  do. 

Q.  What  were  your  duties?  A.  I  don't  know  that  they  were 
anything  in  particular. 

Q.  What  did  you  do  ?  A.  I  did  not  do  anything.  I  did  as  I 
was  told. 

Q.  What  were  you  told  to  do  ?  A.  I  cannot  remember  that 
now. 

Q.  Well,  you  can  remember  some  part  of  it?  A.  It  is  too  far 
back  for  me  to  remember  just  what  I  was  doing. 

Q.  What  was  the  general  nature  of  your  doings?  A.  I  was 
generally  in  the  House  there. 

Q.  In  the  house  that  Mr.  Fields  had?    A.  Yes,  sir. 

Q.  Who  lived  with  Mr.  Fields  in  the  house?  A.  There  was 
not  anyone  except  myself  and  he  ? 

Q.  And  who  ?    A.  Myself  and  he  and  a  caretaker. 

Q.  Where  was  the  house?  A.  I  think  the  house  was  on  Pine 
Street  if  I  remember  rightly. 

Q.  What  was  the  number?     A.  I  don't  recall  the  number. 

Q.  Were  you  Mr.  Fields'  secretary?  A.  Well,  if  you  want  to 
put  it  that  way. 
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Q.  Would  that  be  a  correct  way  of  putting  it?    A.  It  might 
be,  yes. 

Q.  How  long  did  you  remain  as  his  secretary?     A.  During 
that  winter  of  1893. 

Q.  What  did  you  do  after  that?  A.  I  think  after  that  I  came 
home. 

Q.  Where  was  your  home  ?     A.  Dobbs  Ferry. 

Q.  Did  you  have  anything  to  do  with  Mr.  Fields?  A.  Well, 
I  was  still  with  him. 

Q.   At  Dobbs  Ferry?    A.   Yes. 

Q.   For  how  long?     A.    During  1894,  I  think. 

Q.  Well,  were  you  with  him  after  that?  A.  I  was  with  him 
up  until — yes  during  1894. 

Q.  How  long  after  were  you  with  him  ?  A.  In  1894  I  think  I 
finished  with  him. 

Q.    Do  you  mean  at  the  end  of  1894?     A.    Yes. 

Q.  Did  you  remain  with  Mr.  Fields  in  the  same  capacity  as 
secretary  while  you  were  at  Dobbs  Ferry?     A.   Yes,  sir. 

Q.  Did  you  attend  to  his  correspondence?  A.  Some  of  it, 
yes,  sir. 

Q.    Did  you  attend  to  his  banking  operations?     A.    No. 

Q.  ;  Did  you  handle  money?     A.   I  did  at  one  time,  yes,  sir. 

Q.  Did  you  help  Mr.  Fields  in — well  you  were  about  to  speak 
of  one  occasion  when  you  handled  money  for  him.  What  was 
that?  A.  That  was  during  the  time  he  was  building  a  residence 
at  Dobbs  Ferry. 

Q. '.  How  many  residences  had  Mr.  Fields?  A.  He  has  one  at 
Dobbs  Ferry  I  know.  ^ 

Q.  Well,  he  has  others,  has  he  not?  A.  I  cannot  say  as  to 
that. 

Q.  Don't  you  know?  A.  I  know  he  has  houses,  but  whether 
they  are  his  or  not — ^he  lives  in  houses  but  whether  they  are  his 
or  not  I  don't  know. 
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Q.    Where  are  the  houses  in  other  places  that  he  lives  in? 
A.    One  at  Ocean  Grove. 

Q.    Where  else,  one  near  Nyack?     A.    Well,  he  has  one  near 
Nyack  but  I  understand  he  has  disposed  of  that. 

Q.    Have  you  assisted  Mr.  Fields  in  his  political  work  in 
Westchester  County?     A.    No,  sir. 

Q.   In  no  way?     A.   No  sir,  to  my  knowledge. 

Q.   Have  you  had  anything  to  do  with  politics  in  Westchester 
County?     A.    No,  sir. 

Q.   Have  you  ever  received  any  money  from  Mr.  Fields  outside 
of  your  own  compensation?     A.  That  is  all. 

Q.   What?     A.    No,  sir,  that  is  all 

Q.  Take  the  last  year,  have  you  received  any  money  from  Mr. 
Fields  in  the  last  year?     A.   Last  year  just  passed? 

Q.   Yes.     A.   No,  sir. 

Q.   The  year  before?     A.    No,  sir. 

Q.   The  year  before  that?     A.   No,  sir. 

Q.    Directly  or  indirectly?     A.    Directly  or  indirectly. 

Q.  When  did  you  last  meet  Mr.  Fields  ?    A.  I  think  I  saw  Mr. 
Fields  the  latter  part  of  August  or  early  part  of  September. 

Q.    Where  did  you  see  him?     A.    I  think  it  was  at  his  office. 

Q.    You  mean  at  the  Mutual  Life  Building?    A.    Yes,  sir. 

Q.    What  occasion  had  you  to  see  him  there?     A.    I  just 
happened  to  go  in  there  and  saw  him;  that's  all. 

Q.   Hew  did  you  happen  to  drop  in  there?     What  business 
had  you  with  him?     A.    I  didn't  have  any  business  with  him. 

Q.   Then  why  did  you  go  to  see  him?     A.    I  didn't  go  to  see 
him. 

Q.   Whom  did  you  go  to  see?    A.   I  didn't  go  to  see  anyone; 
I  was  just  up  that  way  and  dropped  in  the  office. 

Q.    Was  that  a  practice  of  yours?     A.    Occasionally  when  I 
am  there,  yes,  sir,  in  the  locality. 

Q.   How  often?     A.   I  couldn't  say  how  often. 
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Q.  Well,  how  often  have  you  been  in  that  ofSce  in  the  last 
two  years?     A.   Frequently. 

Q.    What?     A.   Frequently. 

Q.  What  business  have  you  to  go  to  the  Supply  Department 
of  the  Mutual  Life  Insurance  Company?  A.  I  haven't  any 
business,  except  being  as  I  know  Mr.  Fields,  drop  in  there. 

Q.  Have  you  any  business  relations  with  Mr.  Fields  ?  A.  No, 
sir. 

Q.    Have  you  had  in  the  last  two- years?     A.    No,  sir. 

Q.  When  I  spoke  of  receiving  money  from  him  I  didn't 
mean  for  your  own  compensation  exclusively,  but  I  meant  in 
anyway  have  you  had  any  money  from  him.  Did  you  under- 
stand it  that  way?  A.  I  understood  it,  and  when  I  said  as  to 
handling  money  I  meant  in  the  building  of  his  residence. 

Q.  So  during  the  last  ten  years,  1895  ^o  ^9°S'  have  you 
received  any  money  from  Mr.  Fields?     A.    I  have  not;  no,  sir. 

Q.   In  any  way  or  for  any  purpose?     A.   No,  sir. 

Q.  Have  you  paid  out  any  money  for  Mr.  Fields?  A.  I  have 
not,  I  think. 

Q.  Why  do  you  say  you  think?  Don't  you  know ?  A.  Well, 
ten  years  back  is  a  long  while,  and  I  am  not  in  the  habit  of  paying 
money  for  Mr.  Fields;  I  haven't  any  money  to  pay. 

Q.    Don't  get  any  from  him?     A.    No,  sir. 

Q.  Do  you  know  of  any  moneys  paid  out  by  Mr.  Fields? 
A.    No,  sir. 

Q.   Did  you  keep  any  books  for  him?     A.    No,  sir. 

Q.    Have  you  ever?     A.    No,  sir. 

Q.  Now,  explain  more  fully  how  it  happens  that  you  drop  in 
frequently  at  the  Supply  Department  of  the  Mutual  Life  Insur- 
ance Company?  A.  Well,  I  told  you  that  knowing  Mr.  Fields' 
office  is  there  I  just  occasionally  drop  in. 

Q.  Well,  what  did  you  go  to  see  Mr.  Fields  about?  A.  I  don't 
go  to  see  him  about  anything. 
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Q.  Then  what  relevancy  has  the  fact  that  you  knew  it  was 
Mr.  Fields'  office?  Whom  did  you  go  to  see?  A.  No  one  in 
particular. 

Q.  Well,  why  should  you  drop  in  there  frequently  to  see  no 
one  in  particular?  A.  Well,  just  as  I  told  you  before — when 
I  am  up  in  that  locality  I  drop  in  there. 

Q.   Do  you  know^Mr.  Lawrence?     A.   I  know  him  to  see  him. 

Q.  Do  you  know  him  personally?  A.  No,  sir,  except  just  as  I 
would  know  you  now. 

Q.  Just  bow  to  him  and  speak  to  him  and  say  "  How  do  you 
do?"     A.   Yes,  sir. 

Q.  Do  you  know  Mr.  Norris  ?  A.  Mr.  Norris,  yes,  the  same 
way. 

Q.    Only  a  slight  acquaintance?     A.   That  is  all. 

Q.    Do  you  know  Mr:  Rogers?     A.    The  same  way. 

Q.    A  slight  acquaintance?     A.   Yes,  sir. 

Q.   Do  you  know  Mr.  Carpenter?     A.  Yes,  sir. 

Q.  Who  is  Mr.  Carpenter?  A.  He  is  a  young  man  down  in 
Mr.  Fields'  office. 

Q.  In  the  Supply  Department  of /the  Mutual  Life?     A.  Yes,  sir. 

Q.    What  does  he  do  there?     A.    I  don't  know. 

Q.  How  long  have  you  known  Mr.  Carpenter?  A.  I  couldn't 
tell  you. 

Q.   Well,  can  you  approximate  ?     A.  Oh,  seven  or  eight  years. 

Q.  Where  does  he  live?  A.  Well,  I  think  at  Ossining,  I  am 
not  positive. 

Q.  What  does  he  do  ?     A.  I  don't  know. 

Q.  What  have  you  had  occasion  to  see  hitn  about?  A,  I 
haven't  had  occasion  to  see  him  particularly  about  anything. 

Q.  Is  he  a  friend  of  yours  or  only  a  slight  acquaintance?  A. 
A  slight  acquaintance,  the  same  as  these  other  gentlemen  are. 

Q.  What  are  Mr.  Carpenter's  initials?  A.  I  think  his  first 
name  is  William. 
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Q.  William  Carpenter.  Is  he  any  relative  of  Senator  Car- 
penter?    A.  I  don't  know. 

Q.  You  don't  know.  Do  you  know  Mr.  McClelland,  formerly 
Senator?    A.  Yes,  sir.  " 

Q.  How  long  have  you  known  him?  A.  About  as  long  as  I 
can  remember,  about  twenty  years. 

Q.  Well,  apparently,  you  had  only  a  slight  acquaintance  with 
everybody  there  at  the  Supply  Department  of  the  Mutual  Life 
save  Mr.  Fields?    A.  That  is  all. 

Q.  So  you  dropped  in  there  really  to  see  Mr.  Fields?  A.  Well, 
I  can't  say  that,  because  Mr.  Fields  might  not  be  there.  I  might 
just  walk  in,  just  the  same  as  I  might  walk  into  your  office. 

Q.  Well,  I  don't  know  what  you  would  walk  in  my  office  for, 
and  I  don't  know  what  you  would  walk  in  that  office  for.  A. 
A  slight  acquaintance  with  you. 

Q.  I  would  like  to  have  you  say A.  Sir? 

Q.  I  would  like  to  have  you  say  frankly  and  candidly  what  you 
went  there  for'?  A.  If  I  had  a  "few  leisure  moments  on  my 
hands,  I  would  pass  them  off  there,  that  is  all;  see  the  boys  in 
there. 

Q.  Have  a  chat  with  Mr.  Fields?    A.  If  he  was  there,  yes. 
Q.  What  were  the  subjects  of  your  conversation?     A.  I  don't 
remember;  just  passing,  that  is  all. 

Q.  Now,  Mr.  Cunningham,  do  you  swear  that  you  have  had  no 
business  dealings  with  Mr.  Fields  since  1895?     A.  Since  1895? 
Q.  Yes.     A.  Yes. 
Q.  Positively?     A.  Yes,  sir. 

Q.  You  swear  that  you  have  not  acted  for  him  as  a  medium 
of  communication  between  people?     A.  Yes  sir,  I  do. 

Q.  That  you  haven't  handled  money  for  him?  A.  No,  sir, 
I  have  not. 

Q.  In  any  way?     A.  No,  sir,  I  have  not. 

Q.  During  this  time  that  you  have  been  dropping  in  on  the 


1994 


Testimony  of  John  J.  Cunningham 

Supply  Department  of  the  Mutual  Life  have  you  had  anything  to 
do  with  examining  the  Mutual  Life's  reports?     A.  No, sir. 

Q.  What  do  you  do  as  an  examiner  in  the  State  Insurance  De- 
partment in  connection  with  the  actual  examination  of  reports? 
A.  I  have  not  been  out  on  the  Examining  Board,  since,  I  think, 
1897. 

Q.  Were  you  formerly  out  on  the  Examining  Boards?  A. 
For  about  a  year;  yes,  sir. 

Q.  And  what  companies  did  you  examine  during  that  time? 
A.  I  don't  recall  that  now. 

Q.  Did  you  examine  any?  A.  I  was  engaged  on  some, yes, 
sir. 

Q.  And  can  you  give  any  idea  as  to  the  companies  or  any  of 
them  upon  which  you  were  engaged?  A.  Well,  I  don't  recall 
just  what  companies  they  are — or  were.  The  record  will  show, 
I  suppose. 

Q.  Any  New  York  companies?     A.  Yes,  sir. 

Q.  I  mean  when  I  said  New  York,  here  in  the  City.  A.  Yes, 
sir,  and  some  I  went  out  of  town. 

Q.  Well,  what  of  them?  A.  I  think  at  one  time  I  was  on  the 
New  York  Life— I  ttiink  I  have  been  on  all  of  them. 

Q.  On  the  Mutual  Life?  A.  On  the  Mutual  Life,  the  Equit- 
able Life. 

Q.  And  the  Equitable  Life?  A.  Yes,  sir.  That  is  when  I 
first 

Q.  (Interrupting)  and  this  was  after  you  left  Mr.  Fields  in 
1894,  and  prior  to  1897?  -^-  Yes,  sir.  When  I  came  into  the 
Department  the  three  large  companies  were  under  examination. 

Q.  Who  got  you  your  place  with  the  department?  A.  I  had 
several  gentlemen  interested  in  it. 

Q.  Well,  who  were  they,  who  recommended  you?  A.  Well, 
I  couldn't 
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Q.  Don't  you  know  who  recommended  you?  A.  Well,  I 
think  among  them  all,  I  think  possibly  Mr.  Fields. 

Q.  Can  you  think  of  anybody  who  recommended  you  besides 
Mr.  Fields?  A.  As  I  say,  several  I  had  spoken  to  and  got  inter- 
ested in  the  matter. 

Q.  Well,  who  were  they?  A.  Well,  I  don't  recall  them  all, 
now, 

Q.  Do  you  recall  any  of  them  besides  Mr.  Fields?     A.  I  think  . 
Mr.  McClelland  was  one. 

Q.  Charles  P.  McClelland?    A.  Yes,  sir. 

Q.  Who  else?    A.  I  don't  recall  any  other  one. 

Q.  Who  appointed  you,  what  superintendent?  A.  Mr. 
Pierce. 

Q.  James  L.  Pierce?     A.  Yes, sir. 

Q.  You  remain  under  subpoena,  Mr.  Cunningham,  we  will  send 
for  you  when  we  want  you.  Pardon  me  a  moment —  You 
remain  under  subpoena  and  we  will  call  for  you  when  we  want 
you. 

MR.  McKEEN:  Mr.  Chairman,  yesterday  the  statement  was 
made  about  certain  salaries  of  bank  officials  abroad.  The 
newspapers  erroneously  gave  the  figures,  and  I  have  been  re- 
quested to  state  them  again  correctly.  The  information  was 
received  by  cablegram  and  the  erroneous  statement  has  caused 
some  criticism.  The  salaries  stated,  and  as  cabled  of  the  presi- 
dent of  the  Imperial  Bank  of  Germany  is  thirty  thousand  marks, 
not  dollars,  and  an  official  lodging  amounting  approximately  to 
seventy-five  hundred  dollars  in  American  money.  The  Chief 
Governor  of  the  Bank  of  England  salary  is  two  thousand  pounds. 
That  was  correctly  stated. 

MR.  HUGHES:   Mr.  McCurdy,  will  you  resume  the  stand. 
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RICHARD  A.  McCURDY,  resumed  the  stand,  testified  as 
follows : 

BY  MR.  HUGHES: 

Q.  How  long  were  Messrs.  Sewell  &  Pierce  attorneys  for  the 
Mutual  Life  Insurance  Company?  A.  I  could  only  answer  that 
by  referring  probably  to  a  set  of  the  annual  reports  of  the  com- 
pany. Mr.  Sewell  must  have  become  a  trustee  and  one  of  the 
counsel  of  the  Company  somewhere  in  the  seventies. 

Q.  Long  before  Mr.  Pierce  became  Superintendent  of  In- 
surance?    A.    Oh,  yes. 

Q.  Was  Mr.  Pierce  one  of  the  counsel  of  your  Company  before 
he  became  Superintendent  of  Insurance?  A.  He  was  Mr. 
Sewell's  partner. 

Q.  And  the  firm  were  your  counsel?  A.  The  firm  were  our 
•counsel. 

Q.  And  you  consulted  with  Mr.  Pierce  from  time  to  time  as 
well  as  with  Mr.  Sewell?  A.  Why,  I  have  no  doubt  of  it;  I  have 
no  recollection. 

Q.  I  call  your  attention  to  this  voucher  dated  November  7th, 
1902,  for  $1,667.90,  charged  to  legal  expenses.  It  says,  "Money 
paid  out  for  legal  services  and  expenses,  Edgar  W.  Rogers."  If 
I  recall  the  testimony,  Edgar  W.  Rogers  was  connected  with  the 
Globe  Printing  Company  ?  A.  If  you  say  he  is  I  have  no  doubt 
■of  it. 

Q.   Isn't  that  the  fact?     A.   I  don't  know,  no. 

Q.  Is  he  connected  with  the  Mutual  Life?  A.  I  don't  know 
any  Edgar  W.  Rogers.     I  think  that  I  have  testified  yesterday. 

Q.  Do  you  know  how  it  happens  that  Edgar  W.  Rogers  gives 
a  voucher  for  money  paid  out  for  the  Mutual  Life  for  legal 
expenses?  A.  I  do  not.  I  see  that  is  initialed  by  J.  H.  H.,  J. 
Hobart  Herrick,  and  also  ordered  paid  by  the  Committee  on 
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Expenditures.     I  presume  that  they  were  satisfied  at  the  time 
that  that  was  a  proper  voucher. 

Q.  Who  is  L.  R.  Murray?  A.  I  think  that  I  have  testified 
before  that  I  never  heard  of  him  to  my  knowledge. 

Q.    Or  L.  H.  Murray?     A.    I  don't  know  anything  about  it. 

Q.  There  is  a  voucher  here  of  1903,  $3,867.41  for  amount  paid 
for  legal  services  and  disbursements,  signed  L.  R.  Murray,  and 
another  one  for  August  12th,  ^901,  $1,562.27,  signed  L.  H. 
Murray.  Youdon't  know  anything  about  that?  A.  Don't  know 
anything  about  it. 

Q.  And  do  you  know  who  M.  E.  MuUaney  is?  A.  No, sir; 
never  heard  of  him. 

Q.  These  vouchers  of  January  24th,  1903,  and  June  30th,  1903, 
and  November  i8th,  1905,  for  legal  services,  signed  by  M.  E. 
Mullaney  convey  no  information  to  you  as  to  who  the  man  was 
or  what  was  the  character  of  the  services  ?  A.  Not  the  slightest. 
I  heard  his  name  for  the  first  time  here  yesterday. 

Q.  Who  has  charge  for  your  Company  in  endeavoring  to  get 
special  notices  with  regard  to  this  investigation  inserted  in  the 
press?     A.   I  did  not  know  that  there  were  any. 

Q.  Nothing  of  that  sort  has  been  brought  to  your  attention? 
A.    No. 

Q.  Who  has  charge  of  matters  connected  with  the  press  on 
behalf  of  the  Mutual  Life?     A.    Various  persons  I  suppose. 

Q.  Who  is  the  responsible  person?  A.  I  am  going  to  give 
you — Mr.  Sullivan  is  in  charge  of  a  portion  of  the  advertising  and 
in  direct  charge  of  it  I  believe,  and  Mr.  Smith. 

Q.   What  Mr.  Smith  is  that?     A.    C.  J.  Smith. 

Q.  And  Mr.  Sullivan  is  Mr.  Walter  Sullivan?  A.  I  don't  know 
his  first  name. 

Q.  Walter  S.  Sullivan?  A.  I  want  to  apologize  for  the  fact 
that  my  throat  is  a  little  hoarse  this  morning.     I  talked  so  much 
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yesterday,  and  if  I  do  not  make  myself  clear  I  will  move  nearer 
to  you. 

Q.  I  purposely  stand  here  because  of  course  the  Committee 
must  hear  your  testimony  and  if  I  stand  too  close  to  you  I 
might  talk  in  so  low  a  tone  and  you  might  talk  in  so  low  a  tone 
that  your  testimony  would  go  unheard.     Yes. 

Q.  You  have  said  they  have  charge  of  advertising.  Would 
that  cover  any  arrangements  with  the  press  for  insertion  of  any 
matter  which  the  Company  might  desire  to  have  inserted?  A.  I 
really  cannot  say  what  the  limits  of  the  authority  of  either  of 
those  gentlemen  are. 

Q.  Under  whose  supervision  are  Mr.  Sullivan  and  Mr.  Smith? 
A.  I  don't  think  anybody  in  particular.  I  think  Mr.  Granniss, 
one  of  the  vice-presidents,  and  Mr.  Gillette,  another  one,  the 
general  manager,  and  they  generally  confer  with  one  or  the 
other  of  these  gentlemen  from  time  to  time  about  matters 
which  should  come  before  the  public,  to  their  judgment. 

Q.  You  do  not  know  whether  any  of  the  moneys  of  the  Company 
have  been  expended  with  reference  to  the  insertion  of  matter 
pertaining  to  this  investigation  on  behalf  of  your  Company? 
A.    None,  no  I  do  not. 

Q.  I  asked  you  yesterday  regarding  references  of  communica- 
tions addressed  to  the  manager  of  your  Company,  to  Mr.  C.  H. 
Raymond.  I  show  you  a  note  or  form  of  letter.  Do  you 
recognize  that  as  a  Company's  form  issued  by  your  Company? 
A.  This  is  apparently  an  official  letter  from  the  Company,  yes. 

MR.  HUGHES:  I  ofEer  it  in  evidence.  (Paper  marked 
Exhibit  272.) 

MR.  BECK:  If  you  want  to  know  the  full  facts  with  respect 
to  that  character  of  communications  I  can  state  them. 

MR.  HUGHES:  Well  perhaps  Mr.  McCurdy  can. 
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MR.  BECK:  I  do  not  think  he  can. 

MR.  HUGHES:  I  will  read  this  in  evidence  and  then  we  will 
see  what  Mr.  McCurdy  can  say  about  it  and  have  the  explanation 
later  if  necessary. 

(Exhibit  272  read  by  Mr.  Hughes.) 

Q.  Is  it  the  company's  custom  to  refer  all  communications 
relative  to  the  taking  out  of  insurance  which  comes  direct  to  the 
home  office  and  from  persons  within  the  Metropolitan  district  to- 
C.  H.  Raymond  &  Company?  A.  It  is  I  believe  to  be  a  custom 
and  always  has  been,  to  refer  inquiries  by  letter  in  every  general 
agency  or  managing  agency  of  the  company  to  the  general  agent 
or  the  managing  agent  of  that  district,  everywhere  in  the  entire 
United  States. 

Q.  Why  is  that  done  in  the  City  of  New  York  where  the  com- 
pany could  issue  the  policy  directly  from  the  home  office  and 
save  the  agent's  commissions?  A.  Because  we  should  have  to 
maintain  a  large  corps  of  specially  trained  soliciting  agents  in 
addition  to  those  already  maintained  at  the  expense  of  the  com- 
pany through  the  general  agency  department. 

Q.  What  do  you  mean  by  soliciting  agents?  I  am  referring 
to  a  case  where  the  applicant  comes  to  your  home  office.  A. 
I  beg  pardon,  that  applicant  does  not  come  to  the  home  office  who 
writes  us  a  lettter.     If  he  comes 

Q.  Well,  you  could  write  him  suggesting  he  come  to  the  home 
office.  A.  If  he  comes  to  the  home  office  he  is  met  by  a  proper 
person  there  and  is  furnished  with  all  the  information  he  desires . 
He  concludes  to  take  out  a  policy  and  it  is  taken  out  and  exam- 
ination is  made  in  the  company's  office  and  the  policy  issued  to 
him  without  commissions  paid  to  anybody. 
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Q.  So  you  have  machinery  there  to  deal  directly  with  those 
who  come  to  the  home  office?    A.  Yes. 

Q.  Why  should  you  discourage  them  from  coming  to  the 
home  office  by  putting  them  in  communication  with  C.  H.  Ray- 
mond &  Company?  A.  I  do  not  discourage  them  at  all.  It  is 
for  their  convenience  and  education,  as  I  should  say,  if  we  should 
collect  all  the  applicants  or  the  people  who  write  letters  of  in- 
quiry and  ask  them  to  come  to  the  office  it  would  be  necessary  for 
us  to  organize  a  special  force  of  people  to  take  care  of  them, 
probably,  while  that  is  already  provided  for  by  the  machin- 
ery of  the  general  agency. 

Q.  I  do  not  care  to  prolong  the  inquiry  but  I  understood  you 
to  say  a  moment  ago  you  had  machinery  at  your  office  for  at- 
tending to  those  that  came  there  personally,  and  if  a  man  did 
come  there  personally,  you  would  have  him  examined,  take  his 
application  and  issue  his  policy  without  the  intervention  of  an 
agent.     Am  I  right  in  that  ?     A.  You  are  right  in  that. 

Q.  Assuming  that  to  be  so,  why,  when  letters  are  addressed 
to  you  in  reference  to  insurance,  should  you  turn  them  over  to 
C.  H.  Raymond  &  Company? 

MR.  BECK:  That  is  not  the  fact.  The  witness  has  already 
said  so.  A.,  communications  of  that  character  are  not  referred 
to  Raymond  &  Company,  simply  those  who  write  letters  from 
the  district  in  whose  territory  C.  H.  Raymond  &  Company  are 
the  agents. 

MR.  HUGHES:  Of  course  I  am  not  supposing  they  refer  a 
Texas  man  to  C.  H.  Raymond  &  Company.  I  thought  the  wit- 
ness understood,  and  certainly  I  intended  to  be  understood  as 
referring  to  applicants  within  the  metropolitan  district. 

THE  WITNESS:  As  I  say,  that  is  the  system  of  the  manage- 
ment of  the  company.     Will  you  allow  me  to  look  at  that  letter? 
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Q.  Yes  (handing  paper).  A.  It  is,  as  you  will  perceive,  a 
lithographed  letter  and  the  regular  manner  of  conducting  the 
business  in  a  systematic  way,  and  it  is  stated  here  every  person 
who  writes  for  information  of  that  kind,  it  says  "It  is  the  com- 
pany's custom  to  handle  all  similar  requests  through  its  managers. 
We  beg  to  remain  "  and  so  forth.  That  is  an  official  letter  from 
the  corresponding  secretary.  That  is  the  way  the  business  is 
done  and  always  had  been  done. 

Q.  Well,  whether  it  has  always  been  done  or  not,  is  not  quite 
the  point  of  my  question.  The  question  was  why  it  is  done- 
Why  you  should  give  the  agents  the  opportunity  to  make  their 
large  rate  of  commissions  upon  that  class  of  business  when  you 
have  the  machinery  of  the  home  office  for  attending  to  it?  A.  We 
have  not  the  machinery  at  the  home  office,  as  I  have  said  before. 
When  an  applicant  calls  in  person  there  is  one  man  perhaps  upon 
the  floor  and  he  can  properly  attend  to  and  conveniently  attend 
to  all  the  men  who  ever  apply  at  the  office.  My  impression  is 
that  the  actual  number  of  persons  who  have  applied  at  the  home 
office  is  less  than  200.  I  know  that  a  few  years  ago  I  looked  into 
that  question  and  that  is  about — well  you  can  fix  the  per- 
centage yourself.  One  in  two  or  three  days  perhaps.  If  a  man 
comes  in,  owing  to  our  advertising  in  the  papers  and  so  on.  But 
we  do  not  have  an  organized  bureau  for  sending  out  and  finding 
a  man  in  the  remote  parts  of  Greater  New  York  and  bringing 
him  to  the  office.  A  letter  of  that  kind  involves  personal  com- 
munications with  the  man  and  sending  an  agent  after  him  and 
finding  him  at  his  home  and  talking  him  up  to  the  point  of 
making  an  application  and  answering  all  his  inquiries  and  then 
finally  bringing  him  in.  The  man  who  applies  to  the  home 
office  comes  already,  practically  already  insured,  and  it  is  mainly 
in  explanation  to  him  of  the  different  kinds  of  policies  and  the 
amount  of  premiums  he  wants  to  pay.  That  is  a  very  simple 
matter.     A  man  who  comes  voluntarily  is  already  practically 
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insured,  but  the  man  who  writes  and  makes  inquiry  very  often 
never  will  be  insured,  however,  much  an  agent  may  seek  after  him 
and  endeavor  to  obtain  an  application  from  him.  One  is  a  very 
simple  natur-al  process  and  the  other  is  very  often  a  very  com- 
plicated one  and  a  dilatory  one  and  frequently  results  in  nothing 
at  all. 

Q.  You  have  a  large  expense  it  would  appear  from  your 
report  for  advertising,  and  I  suppose  that  most  of  the  advertising 
expense  is  in  the  issuing  of  circulars  and  printed  notices  suggest- 
ing that  the  people  take  out  insurance  with  you  Company?  A.  I 
fancy  so.     I  don't  know. 

Q.  Now  that  expense  having  been  incurred,  when  anybody 
writes  to  the  Company  in  response  to  the  advertisement,  you 
turn  him  over  to  the  general  agent?  A.  I  turn  him  over — or 
rather  the  Company  turns  him  over  to  the  general  agent  for  the 
district  from  which  he  writes. 

Q.  And  you  follow  that  practice  even  in  the  city  of  New  York? 
A.   Yes. 

Q.   Where  you  have  your  home  office?     A.   Yes. 

Q.  And  despite  the  large  commissions  which  Charles^  H. 
Raymond  &  Company  receive?  A.  And  which  they  earn  if 
they  can  induce  the  man  to  insure  and  do  not  earn  if  they  do  not 
get  him. 

Q.  Do  you  recall  a  man  by  the  name  of  Makeley  connected 
with  your  Company  at  one  time     A.    Yes,  Makeley. 

Q.  Makeley.  In  what  capacity  was  he  connected  with  your 
Company?     A.  A  sort  of  special  agent  I  believe. 

Q.    In  what  territory?     A.   I  think  New  York  here. 

Q.  Was  he  privileged  at  one  time  to  operate  in  the  metropolitan 
district  without  writing  his  insurance  through  C.  H.  Raymond  & 
Company?  A.  I  cannot  say.  My  impression  is  that  -he  may 
at  one  time  have  been  under  the  special  agency  department. 

Q.    If  he  was  under  the  special  agency  department  then  he 
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would  have  been  privileged  to  write  insurance  without  referring 
it  to  C.  H.  Raymond  &  Company?     A.   I  presume  so. 

Q.  Do  you  recall  a  time  when  he  ceased  his  connection  with  the 
Company  ?     A.   No. 

Q.  Well,  he  did  cease  his  connection  with  the  Company? 
A.  Yes. 

Q.   You  mean  you  do  not  remember  the  exact  time?     A.   No. 

Q.    Do  you  remember  the  circumstances?     A.   No. 

Q.  Do  you  remember  that  after  a  certain  time  he  was  told  that 
he  must  send  his  business  to  C.  H.  Raymond  &  Company?  A.  No, 
no,  I  do  not. 

Q.  Are  you  in  a  position  where  you  can  say  that  such  was  not 
the  fact?  A.  No,  but  it  would  be  quite  proper  if  in  the  course 
of  the  Company's  business  that  should  have  been  the  fact. 
Makeley  was  a  troublesome  man,  I  know  from  general  recollec- 
tion. I  knew  very  little  of  him  myself  and  very  seldom  came 
into  contact  with  him.  I  think  as  I  have  said  before,  according 
to  the  best  of  my  recollection,  he  was  connected  with  the  special 
agency  department  and  if  he  was  transferred  from  the  special 
agency  department  to  the  metropolitan  agents,  there  may  have 
been  very  good  reasons  for  it  of  which  I  knew  nothing. 

Q.  Did  you  change  your  policy  with  regard  to  Mr.  Makeley's 
place  when  Mr.  Thebaud  became  a  member  of  C.  H.  Raymond  & 
Company?     A.    I  cannot  tell  anything  about  it. 

Q.  Did  you  have  in  the  City  of  New  York,  any  other  persons 
who  were  privileged  to  write  insurance  without  reference  to  C.  H. 
Raymond  &  Company,  aside  from  Mr.  Makeley?  A.  We  had, 
or  in  the  early  days  I  think  there  were  two  or  three  of  those  semi- 
independent  or  subordinate  agencies  operating  in  the  Metro- 
politan District. 

Q.  Were  they  discontinued  at  about  the  same  time?  A.  I 
could  not  tell.  One  was  Josiah  T.  Brown,  who  did  quite  a  large 
business  and  he  was  succeeded  by  a  son  of  his,  whose  name  I 
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have  now  forgotten.  I  think  there  were  one  or  two'  others  at 
different  times. 

Q.  Did  you  not  discontinue  the  work  of  these  men  as  in- 
dependent agents  in  the  City  of  New  York,  in  order  to  increase 
the  business  of  C.  H.  Raymond  &  Company?     A.  Distinctly,  no. 

Q.  Did  you  not,  after  Mr.  Thebaud  became  a  member  of  the 
firm  of  C.  H.  Raymond  &  Company,  adopt  a  different  policy  with 
regard  to  independent  agents  in  the  City  of  New  York?  A.  I 
have  no  recollection  of  any  policy  of  that  kind  having  been 
changed  excepting  what  would  naturally  grow  out  of  the  fact 
that  Mr.  Thebaud,  having  previously  been  in  charge  of  the 
Special  Agency  Department,  when  he  entered-  the  firm  of  C.  H. 
Raymond  &  Company  the  Special  Agency  Department  was 
transferred  to  the  immediate  management  of  somebody  else, 
whose  name  I  do  not  recall,  and  whatever  policy  that  successor 
may  have  adopted  with  regard  to  the  Special  Agency  Depart- 
ment I  cannot  say. 

Q.  Then,  do  I  understand  that  Mr.  Thebaud  had  been  in 
charge  of  this  Special  Agency  Department  that  had  the  work  of 
getting  large  risks  charged?     A.  Very  largely. 

Q.  And  how  long  had  Mr.  Thebaud  been  in  connection  with 
that?  A.  I  don't  know,  you  had  better  ask — I  do  not  want  to 
refer  everything  to  everybody  else,  as  I  did  to  the  actuary  yester- 
day, and  if  the  Committee  directs  me  to  answer  questions  that  I 
am  not  able  to  do,  I  will  do  the  best  I  can.  I  have  never  been  in 
charge  of  the  Agency  Department  specifically,  any  more  than  I 
was  in  any  other  department  of  the  company.  When  you  tried 
to  pin  me  down  to 

Q.  I  do  not  want  to  pin  you  down  to  a  particular  date  of  the 
month,  but  approximately.  A.  Well,  my  dear  Mr.  Hughes,  I 
don't  know  anything  about  it. 

Q.  Do  you  know  this,  was  there  an  executive  special — is  that 
the  correct  term?     A.  Oh  yes,  I  think  so. 
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Q.  (Continning) .  Executive  Special  Department  befdre  Mr. 
Thebaud  was  put  in  charge  of  such  a  department?  A.  I  think 
not. 

Q.  Was  it  created  at  the  time  Mr.  Thebaud  was  put  in  charge 
of  it?     A.  My  impression  is  that  it  was. 

Q.  Was  it  created  about  the  time  the  Bond  Department  was 
estabhshed?     A.  I  have  no  recollection  on  the  subject  whatever. 

Q.  You  mentioned  yesterday  the  Foreign  Department  and  the 
Executive  Special  Department  as  two  phases  of  a  policy  of  ex- 
tension?    A.  Yes. 

Q.  I  wanted  to  know  whether  these  two  plans  of  extending  the 
business  of  the  company  were  thought  of  and  developed  at  about 
the  same  time?  A.  I  have  no  recollection  whether  they  were 
put  in  force  synchronously  or  not? 

Q.  What  had  Mr.  Thebaud  been  doing  before  you  established 
the  Special  Agency  Department  and  put  him  in  charge  of  it? 
A.  I  think  he  had  been  in  Mr.  Raymond's  of&ce  for  a  while.  I 
think  he  had  prior  to  that  been  in  the  New  Jersey  office  under  the 
charge  of  Mr.  George  Raymond,  and  before  that  he  had  been  in 
the  foreign  shipping  and  banking  business. 

Q.  Were  separate  books  kept  of  the  business  of  the  Agency 
Special  Department?     A.  I  presume'  they  were. 

Q.  Under  his  charge  while  he  was  chief  of  it?  A.  Probably, 
they  would  naturally  be. 

Q.  What  was  his  compensation  as  the  head  of  the  Executive 
Special  Department?     A.  I  have  no  idea. 

Q.  Did  he  have  any  interest  in  the  business  written  by  that 
department?  A.  If  he  did,  it  was  on  the  basis  of  a  commission 
like  any  other  manager. 

Q.  And  was  it  on  that  basis  ?     A.I  cannot  tell. 

Q.  Have  you  any  idea  what  the  commissions'^were,  allowed  to 
special  agents?     A.  Not  the  slightest. 

Q.  Did  you  ever  know,  was  it  ever  brought  to  your  attention? 
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A.  It  may  have  been  at  the  time,  and  I  passed  upon  it  as  I  do 
upon  a  hundred  other  things  which  are  submitted  to  me  at  the 
moment.  I  give  it  the  best  attention  I  can  and  decide  according 
to  my  opinion  at  the  time  and  then  dismiss  it  from  my  mind. 
That  is  the  way  I  am  compelled  to  decide  upon  almost  every 
question  that  is  presented  to  me,  from  the  facts  and  figures  and 
conditions  then  present.  I  act  upon  that  and  decide  upon  it 
and  then  go  to  something  else. 

Q.  So  that  while  Mr.  Thebaud  was  the  head  of  the  Executive 
Special  Department,  the  matter  of  looking  after  large  risks,  ex- 
ceptionally large  risks  within  the  Metropolitan  district  was  under 
his  control?  A.  Well,  really  I  cannot  say  now.  I  should  be 
very  glad  to  inquire  during  the  recess  if  you  want  me  to,  exactly 
what  the  limits  of  Mr.  Thebaud's,  or  the  Special  Agency  De- 
partment were,  and  inform  you. 

Q.  Yes.  And  is  it  a  fact,  so  far  as  you  can  recall,  that  when 
he  ceased  to  be  head  of  the  Executive  Special  Department,  that 
business  was  put  in  charge  of  C.  H.  Rajonond  &  Company?  A. 
No. 

Q.  Of  which  firm  he  became  a  member?  A.  No.  I  think  the 
Special  Agency  Department  was  continued  under  a  new  manager. 

Q.  Yes,  but  the  business  of  that  department  in  the  City  of 
New  York  was  turned  over  to  C.  H.  Raymond  &  Company,  was 
it  not?  A.  Well,  as  I  remarked  yesterday,  I  do  not  want  to 
raise  objections  that  I  ought  not  to,  but  if  I  had  had  any  reason 
to  know  the  course  of  your  inquiry  to-day  in  the  limited  time  at 
my  disposal  this  morning,  I  would  have  inquired  into  it. 

Q.  Well,  it  is  impossible  to  forecast  all  inquiries,  Mr.  Mc- 
Curdy, and  if  anything  occurs  that  you  do  not  know,  if  you 
will  just  say  so,  and  look  it  up — we  do  not  expect  you  to  know 
everything  immediately,  but  in  the  general  course  of  business 
of    the    company.     A.  In    the    general    course    of   business    of 
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the  company  in  the  meantime,  I  am  pretty  well  informed  what 
goes  on  every  day  about  the  business  of  the  company. 

Q.  I  am  not  asking  you  in  regard  to  a  particular  date  or 
amount,  but  whether  broadly  and  generally  it  was  not  the  fact 
that  the  taking  of  these  large  risks,  which  had  been  in  charge  of 
special  agents  under  Mr.  Thebaud's  Department  was  turned  over 
to  C.  H.  Raymond  &  Company  when  he  became  a  member  of 
that  firm?  A.  I  could  not  answer  you  that  without  consulting 
memoranda  and  records. 

Q.  Very  good.  And  in  that  connection  I  would  like  to  ask 
what  was  paid  to  Mr.  Makeley  on  the  discontinuance  of  the 
agency,  which  I  understand  he  formerly  had.  A.  I  have  not 
the  slightest  idea. 

Q.  Is  it  a  fact  that  he  refused  to  report  to  C.  H.  Raymond  & 
Company?     A.  I  have  no  idea. 

Q.  If  you  can  ascertain  for  me  the  circumstances  of  his  ceasing 
to  act  as  special  agent  and  the  amount  of  money  which  the  com- 
pany paid  him,  I  shall  be  very  glad  to  have  the  evidence.  A. 
Very  well. 

Q.  Is  that  Executive  Special  Department  still  in  operation? 
A.  It  is  not. 

Q.  When  it  was  discontinued?  A.  When  its  usefulness 
seemed  to  have  terminated. 

Q.  And  when  was  that  approximately?  A,  I  cannot  tell 
you.     I  will  furnish  you  all  that. 

Q.  Who  was  the  head  of  that,  who  succeeded  Mr.  Thebaud? 
A.  I  cannot  tell  you  that.  All  these  things,  as  I  remarked, 
I  knew  at  the  time  and  acted  upon  at  the  time,  but  I  cannot 
charge  my  memory  longer  than  for  a  very  short  period. 

Q.  So  far  as  you  know  does  any  officer  of  your  company,  in- 
cluding yourself,  share  in  any  commissions  for  writing  insur- 
ance ?    A.  Not  the  slightest,  to  the  amount  of  one  penny. 
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■Q.  Or  in  the  commissions  of  any  general  agent?  A.  Not  to 
the  amount  of  one  penny. 

Q.  Did  you  ever  share  in  any  commissions  which  your  son 
received  on  the  foreign  business?     A.  Not  one  penny. 

Q.  Or  in  any  of  the  profits  of  your  son-in-law  in  the  office  of 
C.  H.  Raymond  &  Company?  A.  Not  one  penny,  nor  does 
any 

Q.  Nor  does  any  one  else  so  far  as  you  know?  A.  No,  nor 
any  other  officer  of  the  company  to  the  best  of  my  knowledge 
and  belief. 

Q.  Sometime  ago  your  office  in  the  Mutual  Life  Insurance 
Company  Building  was  refitted,  was  it  not?     A.  Yes. 

Q.  State  approximately  the  expense  of  that.  A.  I  have  no 
idea.     What  time  do.  you  refer  to? 

Q.  Well,  I  do  not  know  the  exact  time.     A.  I  do  not  either. 

Q.  When  was  it  refitted  approximately?  A.  It  has  been  re- 
fitted three  or  four  times. 

Q.  When  was  the  last  time?  A.  I  have  changed  my  office 
several  times  in  the  last  twenty  years,  as  the  business  has  in- 
creased I  have  been  moved  inward  and  outward. 

Q.  When  was  your  office  last  fitted  up?  A.  I  should  think 
about  four  or  five  years  ago,  three  years  ago,  I  guess. 

Q.  Can  you  state  approximately  the  expense?  A.  I  have 
never  seen  a  bill. 

Q.  Who  had  charge  of  the  making  of  the  disbursements? 
A.  The  Committee  on  Expenditures. 

Q.  Was  there  any  particular  person  who  had  charge  of  the 
furnishing  of  your  office  ?     A.  No. 

Q.  Well,  were  you  not  consulted  in  regard  to  the  matter? 
A.  Undoubtedly. 

Q.  Were  you  not  aware  of  the  amount  of  money  that  was  to 
be  expended  for  that  purpose  ?     A.  No. 

Q.  You  were  not  aware  of  it  at  that  time  ?    A.  Not  at  that  time. 
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Q.  So  that  it  would  not  be  a  matter  of  recollection  at  all,  but 
it  is  a  matter  that  you  never  concerned  yourself  with  ?  A.  Not 
specially. 

Q.  Was  there  a  special  committee  on  that  or  a  special  indi- 
vidual who  had  charge  of  it?     A.  On  furnishing  my  office? 

Q.  Yes.     A.  No. 

Q.  Or  on  furnishing  the  office  building,  either  way?  A.  No; 
never  has  been. 

Q.  Under  what  items  or  what  account  will  items  of  such  ex- 
penses be  found,  do  you  know?  A.  Probably  office  furniture, 
which  we  never  report,  and  as  very  few  companies,  or  in  fact 
corporations  of  any  kind  report  among  their  assets.  The  furni- 
ture account  is  charged  to  annual  expense.  Small  concerns 
who  desire  to  make  as  much  of  a  showing  for  themselves  as  they 
can  report  as  a  part  of  their  assets  their  office  furniture.  That 
is  generally  regarded  as  an  element  of  weakness.  The  stronger 
corporations  simply  charge  it  off  to  the  year's  expenses. 

Q.  Statements  have  been  made  in  the  press  of  great  extrava- 
gance in  the  furnishing  of  your  office,  and  you  have  now  a  full 
opportunity  to  state  just  what  you  wish  on  the  subject,  and  to 
state  just  what  was  done,  what  the  expense  was.  You  have  an 
opportunity  to  meet  in  any  way  those  statements.  A.  I  have 
seen  a  great  variety  of  nonsensical  statements  in  the  papers  on 
that  subject,  and  a  great  many  others  since  this  investigation 
has  been  pending  It  has  been  said,  I  believe,  that  I  sit  upon  a 
rug  or  a  mat  that  cost  $12,000.  If  anybody  can  find  it  in  the 
Mutual  Life  Insurance  Company,  or  any  mat  or  rug  of  any  kind 
that  cost  one-third  of  that,  I  will  produce  it  in  court  if  you  want 
to  see  it. 

Q.  What  did  it  cost?  A.  It  didn't  cost  anything  out  of  the 
way,  so  far  as  I  know.  In  my  private  office,  where  I  sit,  there  are 
three  small  rugs  on  the  floor— perhaps  12x15  feet,  and  whatever 
they  cost  I  really  don't  know.     I  have  also  heard  it  stated  that 
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I  sat  in  a  two  thousand  dollar  chair.  The  same  way,  if  any- 
body can  find  a  chair  there  that  cost — well  anything  more 
than  probably  any  chair  in  your  drawing  room  or  parlor,  a  proper 
and  a  suitable  chair,  they  are  welcome  to  go  and  bring  it  up  in 
court  if  they  can  find  a  two  thousand  dollar  chair  on  the  premises. 
So  about — well,  I  think  that  is  about  all.  I  will  say  this,  that 
whatever  the  character  of  the  furnishings  was  it  is  conceded  to  be 
proper  and  creditable,  and  I  am  told  that  one  of  the  best  can- 
vassing books  that  we  ever  issued  was  at  or  about  the  time  that 
that  extension  to  the  building  was  completed  and  the  various 
departments  who  had  expanded  in  their  demands  for  room  were 
moved  in,  or  transferred  there,  the  Company  published  photo- 
graphs of  every  room  in  the  building,  the  president's  room,  the 
vice-president's  room,  the  treasurer's  room,  general  offices, 
cashier's  department,  safes — everything  of  that  kind.  I  think 
every  room  practically,  unless  it  was  the  wine  closet,  which  we 
didn't  have  and  couldn't  photograph — was  published,  photo- 
graphed and  distributed  as  widely  as  possible  all  over  this 
country  and  in  Europe  to  the  extent  of  the  disbursement  for  such 
kind  of  advertising  as  would  be  proper,  and  at  that  time  our 
agents  were  clamorous  on  us,  or  clamorous  to  supply  more  of 
them  than  we  thought  we  could  afford  to  supply,  because  they 
generally  represented  to  us  that  that  was  one  of  the  best  can- 
vassing documents  that  they  had.  You  never  can  tell  what 
kind  of  an  argument  is  going  to  strike  a  policyholder,  or  an 
applicant,  I  should  say,  not  a  policyholder;  and  the  fact  that 
the  Company  was  creditably  large,  in  a  dignified  way,  and  that 
the  offices  were  spacious  and  proper,  elegant  if  you  choose  to  put 
it  so,  was  received  by  the  policyholders  at  large  and  by  new 
applicants  with  approbation;  it  interested  them  in  the  whole 
subject,  and  the  agents  used  that  extensively  all  over  this  country 
and  all  over  Europe. 
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Q.  Do  you  have  a  private  elevator?  A.^  Do  I  have  I  have  one? 
Well,  the  Company  has  three  or  four  private  elevators. 

Q.  Do  you  have  a  private  elevator  for  yourself?  A.  To'  go 
to  my  office,  no. 

Q.  You  say  the  Company  has  three  or  four.  What  do  you' 
mean  by  that?  A.  Why,  I  mean  to  say  that  the  Company  has, 
I  believe,  in  its  building  sixteen  elevators;  it  has  two^elevators 
which  go  through  certain  of  the  department,  one  on  the  southerly 
and  one  an  the  northerly  side,  which  are  not  for  the"  .general 
public.  They  do  not  communicate  with  my  room  directly;  they 
open  in  all  cases  upon  the  hallways  of  the  Conipany's — that  are — 
of  the  Company's  quarters  which  are  open  to  all  the  officials  and 
clerks  in  the  establishment  and  all  the  public  having  business 
with  the  department  through  which  the  elevator  passes,  but 
they  are  not  for  the  use  of  the  public,  because  there  must  be  some 
elevator  reserved  for  the  use  of  the  Company  and  its  own  em- 
ployees. 

Q.  Then  there  is  none  which  you  use  practically  exclusively  for 
yourself?  A.  No,  sir.  There  are  three  elevators  that  run  into  a 
hallway  outside  of  my  office,  and  you  are  as  welcome  to  use  any 
one  of  them  as  I  am  myself. 

Q.  Who  made  the  estimates  of  the  probable  returns  upon 
policies  of  your  Company  which  appear  in  your  circulars  and 
reports  ?  A.  I  don't  think  they  do  that  now.  I  may  be  in 
error  about  that.     How  is  that,  do  they? 

Q.    If  any  estimates  are  published. 

MR.  ROBERT  H.  McCURDY:    Illustrations,  yes. 

Q.    Who  prepares  those? 

MR.  ROBERT  H.  McCURDY:   Mr.  Stewart. 

Q.  What  is  Mr.  Setwart's  full  name?  A.  Well,  we  call  him 
professor.     That  is  all  I  know. 
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Q.  Are  these  issued  with  your  concurrence?  Do  you  know 
anything  about  them?     A.  No. 

Q.  Are  they  ever  brought  to  you?  A.  Not  for  my  special 
approval,  no.     Mr.  Stewart  is  paid 

Q.  Are  they  approved  by  the  actuary  of  the  Company?  A.  I 
fancy  so. 

Q.  Is  there  any  special  supervision  on  the  part  of  the  executive 
officers  of  the  published  illustrations  or  of  the  statements  which 
are  made  to  induce  people  to  insure?  A.  There  must  be  some- 
where, yes. 

Q.  Well,  who  has  that  supervision?  A.  Well,  I  should  say 
it  would  naturally  fall,  if  to  anybody,  probably  under  the  super- 
vision of  Mr.  Granniss.  He  is  interested  in  all  that  class  of 
subjects  aiid  devotes  a  good  deal  of  thought  and  time  to  them, 
I  fancy  that  he  looks  after  that  kind  of  thing.  , 

Q.  Mr.  Granniss.  It  has  been  stated  that  applicants  for  loans 
upon"  policies  coming  to  the  home  office  are  referred  to  C.  H.. 
Raymond  &  Company  if  they  live  within  the  metropolitan  dis- 
trict.    Is  that  so?     A.   I  should  say  not;  I  never  heard  of  it. 

Q.  Then  you  don't  know  of  any  practice  to  refer,  not  simply 
applicants  for  insurance  who  write  to  the  Company,  but  applicants 
for  loans  upon  policies,  to  C.  H.  Ra3rmond  &  Company?  A.  Not 
at  all. 

Q.  Who  is  in  charge  of  your  loan  department,  that  is,  who 
makes  loans  on  4)olicies?     A.    His  name  is  Mercer. 

Q.    What  is  his  first  name?     A.    Frederick. 

Q.  Frederick  Mercer.  A.  All  applications  for  loans,  as  I  under- 
stand it,  in  the  Company  are  referred  directly  to  the  policy  loan 
department.  If  for  any  reason  of  increasing  the  business  or 
facilitating  the  transaction  of  business  in  every  way  there  is  any 
reference  elsewhere,  if  you  mean  to  imply  whether  anybody 
makes  a  profit  or  commission  or  anything  of  that  kind  on  g-^tting 
a  loan  ^n  the  r^'^licy,  that  I  answer  distinctly  no. 
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Q.  No,  I  meant  to  imply  nothing  further  than  what  I  said, 
that  policyholders  have  written  to  me  saying  that  when  they 
had  requested  loans  upon  policies,  or  written  with  regard  to  such 
loans  they  had  been  referred  to  C.  H.  Raymond  &  Company  and 
I  wanted  to  know  whether  you  were  familiar  with  any  such 
practice?     A.    I  doubt  it  very  much  indeed. 

Q.  From  your  acquaintance  with  the  situation  you  would  say 
that  was  not  so  ?  A.  I  should.  If  in  isolated  cases  there  might 
have  been  some  such  reference,  it  would  be  simply  growing  out  of 
circumstances  of  an  individual  case,  but  it  did  not  inure  to  the 
profits  of  the  agency  of  C.  H*.  Ra5rmond  Company  or  anybody,  else 
in  the  way. 

Q.  What  do  you  do  with  reference  to  the  investments  of  your 
Company,  the  supervision  of  investments  or  the  making  of  loans 
upon  collateral  or  the  purchase  of  securities?  What  do  you 
personally  have  to  do  with  that?  A.  What  I  personally  have  to 
•do  ?  I  preside  at  the  meetings  of  the  Finance  Committee  as  an 
«x-officio  member  and  ex-ofHcio  chairman,  and  whatever  the 
committee  decides  upon  is  carried  out  without  any  special  in- 
structions from  me,  the  treasurer  always  attending. 

Q.  I  call  your  attention  to  the  annual  statement  of  the  Mutual 
Life  Insurance  Company  for  December  31,  1903,  Schedule  C, 
"Amount  of  stocks  and  all  other  securities  except  mortgages 
hypothecated  to  the  Company  December  31,  1904,  as  collateral 
security  for  cash  actually  loaned  by  the  Company  with  the  par 
•and  market  value  of  the  same  and  the  amount  loaned  on  each." 
In  looking  at  these  with  one  exception  it  would  seem  that  all  the 
loans  were  aX  2)4.  per  cent,  interest.  Can  you  explain  that? 
A.  If  you  state  it,  it  is^undoubtedly  so. 

Q.  That  is  the  paper  received  from  your  Company?  A.  It  is 
undoubtedly  accurate. 

Q.  And  if  you  will  glance  at  it  there,  Schedule  C  that  I  re- 
ferred to 
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MR.  BECK:  Mr.  Hughes,  as  of  what  time  was  the  statement 
made? 

MR.  HUGHES:  December 31st,  1904. 

THE  WITNESS:  On  what  time,  1904,  do  you  say? 

Q.  Here  is  the  heading  of  it  over  here  (indicating).  A.  De- 
cember 31st,  1904. 

Q.  Can  you  explain  how  it  was  that  at  that  time  all  the  collat- 
eral loans  with  a  single  exception  were  2>^  per  cent?  A.  Be- 
cause that  probably  was  the  rate  of  interest  on  the  day  on  which 
the  statement  was  made.  These  rates  are  changed  from  day  to 
day  as  the  market  changes. 

Q.  What  is  the  practice  with  regard  to  fixing  the  rate  of  in- 
terest on  collateral  loans  ?  Do  you  make  loans  under  the  market 
rate  at  the  time  when  they  are  made?  A.  Well,  we  don't  expect 
to  and  we  don't  intend  to.  But  you  ask  what  the  practice  is: 
The  making  of  loans  on  collateral  is  under  the  specific  charge,  I 
think,  of  the  assistant  treasurer,  Mr.  Timpson.  I  think  that 
duty  passes  under  his  observation,  or  it  may  be  Mr.  Stevenson, 
the  second  assistant  treasurer,  who  familiarize  themselves  with 
rate  of  interest  from  day  to  day  and  the  rate  of  interest  charged 
varies  according  to  the  market  of  the  day.  I  presume,  therefore, 
that  on  the  31st  day  of  December  that  was  the  rate  current  for 
interest  in  New  York. 

Q.  Then  is  it  the  practice  with  you  as  the  rate  of  interest 
fluctuates  on  call  loans  to  mark  the  rate  up  if  it  rises  ?      A.    Yes. 

Q.  So  that  you  would  start  with  a  certain  rate  of  interest,  and 
if  the  demand  for  money  was  greater  you  inform  the  borrower 
that  the  loan  was  called  or  the  rate  of  interest  increased?  A. 
Well,  whatever  the  method  was  the  treasury  department  would 
attend  to  it,  and  the  rate  of  interest  would  be  changed  in  accord- 
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ance  with  the  facts  of  the  case.     Which  is  the  loan  that  you  say 
was  at  a  different  rate  ? 

Q.  Well,  I  noticed  one  there  3  per  cent.  A.  Well,  somebody 
-  didn't  know  the  rate  as  well  as  the  others,  probably. 

Q.  In  the  statement  furnished  by  your  Company  of  collateral 
loans  in  1904  I  find  the  first  loan  January  4th,  B.  Y.  Frost; 
$100,000  call  at  6  per  cent:  January  12th,  Jessup  &  Lamont, 
$500,000,  2)4  per  cent.  The  Jessup  &  Lamont  loans  through 
the  whol«  of  the  year  seem  never  to  have  been  higher  than  2}^ 
per  cent.,  and  sometimes  to  have  been  two  per  cent,  which  is  the 
case  in  the  majority  of  the  loans  to  other  parties.  Are  you  able 
to  explain  how  it  was  that  a  loan  would  be  made  to  B.  Y.  Frost  at 
6  per  cent,  and  the  other  loans  at  so  much  lower  rates?  A. 
What  was  the  amount  of  the  loan  to  him  ? 

Q.  $100,000?  A.  May  I  look  at  that  a  moment?  (State- 
ment handed  witness.)  I  only  want  to  say,  as  I  said  before,  per- 
haps it  is  reiterating  too  much,  harping  on  it  too  much,  that  you 
have  got  a  great  deal  better  witnesses  than  I  would  be  on  these 
questions. 

Q.  Who  would  they  be?  A.  They  would  be  either  the  treas- 
urer of  the  Company,  the  assistant  treasurer  or  the  second  assist- 
ant treasurer. 

Q.  But  this  matter  came  under  your  supervision  as  well  as  his? 
A.  Not  the  slightest. 

Q.  He  didn't  take  the  responsibility  of  making  loans  without 
reference  to  the  committee,  did  he?  A.  Undoubtedly.  Every 
bank  and  corporation  dealing  in  money  in  New  York  has 
some  loan  clerk.  If  it  is  a  bank  or  banking  house  it  makes  the 
loans  upon  the  collaterals  that  are  quoted  on  the  stock  market 
from  day  to  day  and  which  he  keeps  track  of,  and  they  make 
them  in  their  own  judgment.  All  call  loans  are  made  in  the 
judgment  of  some  expert  competent  person,  no  matter  what  the 
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^itle  may  be.     Generally  in  a  bank  or  banking  house  he  is  called 
the  loan  clerk. 

Q.  I  notice  July  22nd,  last  year  a  first  loan  to  Jessup  &  Lament 
$1,000,000  at  one  per  cent,  and-  July  22nd  a  second  loan  of  a 
million  dollars  to  Jessup  &  Lamont  at  one  per  cent.  Are  you 
able  to  state  whether  the  rate  of  interest  upon  those  loans  was 
afterwards  increased  when  the  market  rate  changed?  A.  Un- 
doubtedly it  wouldbe ;  undoubtedly  it  would  be. 

Q.  We  might  assume  that  it  would  be?     A.  Certainly. 

Q.  What  book  would  show  the  changes  in  interest  upon  your 
collateral  loans?  A.  The  book  in  the  treasurer's  office,  probably 
the  equivalent  of  a  blotter  which  shows  the  changing  rate  of  in- 
terest from  day  to  day. 

Q.  I  should  like  to  have  that  boo-k  for  1904.  A.  Would  you 
allow  me  to  suggest  that  you  ask  Mr.  Timpson  to  bring  it? 

Q.  I  would  be  very  glad  to  have  him.  A.  Ask  Mr.  Timpson 
to  bring  it  and  explain  it. 

Q.  Who  has  charge  directly  of  the  renting  of  the  real  estate 
owned  by  your  company?     A.  Mr.  Richards,  the  comptroller. 

Q.  Does  he  keep A.  Wait  a  moment.     I  think  I  am  in 

error  there.     Mr.  Fonda,  the  third  vice-president  has  charge  of 
it.     If  you  will  let  me  see  the  By-Laws  I  can  answer  you  better. 

Q.  I  meant  in  the  matter  of  actual  practice  who  is  the  man 
who  would  know  about  the  income  from  your  real  estate?  A. 
Oh,  Mr.  Richards. 

Q.  Mr.  Richards?    A.  Yes. 

Q.  Where  do  you  make  your  winter  residence  in  the  city?  A. 
I  haven't  got  any  just  now..  I  have  lived  at  the  Grosvenor  Hotel, 
corner  of  loth  Street  and  Fifth  Avenue. 

Q.  Is  the  Grosvenor  owned  by  your  company?     A.  Yes. 

Q.  When  was  it  acquired  by  your  company?  A.  Oh,  eighteen 
or  nineteen  years  ago. 

Q.  Acquired  on  foreclosure?     A.  Yes. 
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Q.  And  fitted  up  and  used  as  a  private  hotel  or  an  apartment 
hotel?    A.  Yes. 

Q.  Are  you  acquainted  with  the  net  return  to  your  company 
from  the  Grosvenor?  A.  Mr.  Brown  is  the  assistant  comptroller, 
who  has  charge  of  that. 

Q.  Have  you  those  figures  here?     A.  Mr.  Brown  will  tell  you. 

(Seme  representative  of  the  Mutual  Life  made  the  statement 
that  a  book  was  being  prepared  showing  all  these  facts.) 

Q.  Can  you  state,  pending  the  arrival  of  that,  and  subject  to 
correction,  about  what  the  result  of  the  management  of  the  Gros- 
venor has  been?  A.  Why,  it  has  averaged  for  some  years,  I 
think  it  has  paid  from  three  and  a  half  to  four  per  cent.  net. 

Q.  Three  and  a  half  to  four  per  cent,  net?  A.  You  will  get 
the  exact  facts. 

Q.  How  many  officers  of  the  company  have  been  tenants  of 
the  Grosvenor?     A.  I  have  been. 

Q.  Any  one  else  any  of  the  time?  A.  Well,  I  believe  Mr. 
Granniss  one  winter  several  years  ago  passed  a  few  weeks  there. 

Q.  Any  one  else?     A.  Not  that  I  recollect. 
p    Q.  Has  Mr.  Thebaud  been  there?    A.  Well,  you  spoke  of  an 
officer  of  the  company.     He  isn't  an  officer  of  the  company,  but 
he  has  had  a  couple  of  rooms  there  that  I  believe  he  has  paid 
for  for  two  or  three  years  and  which  he  has!  occupied  very  little. 

Q.  What  is  your  interest  in  the  National  Bank  of  Commerce, 
Mr.  McCurdy? 

MR.  BECK:  Mr.  Hughes,  do  you  think  it  quite  fair  to  leave 
thfe  witness  just  where  you  leave  this  particular  subject  of  in- 
quiry as  to  the  Grosvenor? 

MR.  HUGHES:  I  leave  it  only  because  you  are  going  to  have 
the  statement.     I  would  be  very  glad  to  go  further  with  it. 
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MR.  BECK:  I  know,  but  the  mere  matter  of  the  room  he 
occupied  has  a  very  remote  reference  to  the  net  profit. 

MR.  HUGHES:  What  do  you  want  me  to  ask  him? 

MR.  BECK:  What  do  I  want  you  to  ask  him?  I  don't  want 
it  left  in  a  condition  that  may  be  a  false  implication  as  to  whether 
he  pays  less  for  the  rooms  he  has  at  the  Grosvenor  than  he  would 
pay  at  any  similar  apartment  house. 

MR.  HUGHES:  What  I  will  ask  him  is  what  he  pays. 

Q.  What  do  you  pay? 

MR.  HUGHES:  I  thought  you  would  rather  I  wait  for  the 
exact  figures. 

MR.  BECK:  The  trouble  is,  Mr.  Hughes,  without  your  in- 
tending it,  of  course,  you  lead  up  to  a  point  which  gives  the  news- 
papers a  chance  to  put  in  a  cutting  statement  and  then  you  drop 
the  subject. 

MR.  HUGHES:  Now,  you  have  a  chance  at  any  time  to  guard 
against  that,  and  I  have  tried  to  give  Mr.  McCurdy  an  abundant 
opportunity  to  tell  what  he  knows  about  this  business,  and  if  he 
does  not  realize  it,  I  do  not  know  what  I  can  do  to  make  it  clear 
to  him  that  he  can  explain  everything  fully. 

MR.  BECK:  You  ask  him  about  a  thousand  things,  some  of 
them  that  happened  a  quarter  of  a  century  ago,  frequently  you 
drop  an  inquiry  and  start  on  another  inquiry,  and,  of  course,  the 
way  the  former  inquiry  was  left  is  lost  by  both  you  and  the  Com- 
mittee and  the  public. 
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THE  CHAIRMAN:  Mr.  Beck,  it  has  occurred  to  this  Com- 
mittee that  both  you  and  the  witness  are  largely  entitled  to  the 
place  you  make  for  yourselves.  Now,  yesterday,  the  witness' 
attitude  was  such,  and  his  declaration  of  purpose  of  answering 
or  how  much  he  would  answer  the  inquiry  that  was  made,  was 
because  he  believed  this  to  be  an  inquisition  and  an  unfair  in- 
quiry, and  your  intimation  is  to  the  same  effect  to-day.  Now, 
■^hen,  the  Committee  is  here  to  make  a  fair  and  honest  inquiry 
into  the  facts  concerning  the  business  and  affairs  of  life  insurance 
companies,  and  witnesses  and  counsel  that  appear  before  the 
Committee  will  have  just  the  position  before  the  Committee  that 
they  themselves  create  for  themselves.  The  Committee  is  anx- 
ious to  obtain  the  facts,  and  if  they  are  equally  as  anxious  to 
lay  the  facts  before  the  Committee  as  the  Committee  is  to  get 
them,  it  will  be  an  exceedingly  pleasant  inquiry.  If  they  evade, 
or  decline  to  answer,  then  they  themselves  are  responsible,  and 
not  the  Committee  for  the  resulting  difficulties. 

Now,  further,  Mr.  Beck,  at  any  time  during  Mr.  Hughes'  in- 
quiry we  would  be  very  glad  to  have  you  make  suggestions.  We 
prefer  to  have  you  make  them  to  him  personally,  and  not  openly 
and  orally ,  because,  not  speaking  in  criticismof  you,  the  Committee 
is  aware  that  counsel  sometimes  desire  to  make  statements  not 
for  the  purpose  of  outlining  to  Mr.  Hughes  an  inquiry,  but  lor 
the  very  purpose  you  suggest,  of  having  explanations  appear  as 
we  go  along. 

Now,  -s^e  are  anxious  for  these  explanations  when  they  help  us, 
but  we  do  not  desire  them  when  they  obstruct  the  inquiry.  We 
want  to  be  fair  and  we  want  the  men  who  appear  here,  both  as 
witnesses  and  counsel,  to  be  fair  with  us. 

I  suggest  the  best  course,  for  you,  if  you  have  suggestions  to 
make,  is  to  make  them  to  Mr.  Hughes,  privately,  and  if  at  any 
time  you  think  he  is  not  treating  you  fairly  in  your  private  state- 
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ments  to  him,  the  Committee  will  certainly  protect  you  and  the 
witnesses  under  your  charge,  and  see  that  you  have  the  fairest 
kind  of  treatment,  although  I  do  not  think  you  will  ever  have 
occasion  to  do  that.  But,  inasmuch  as  yesterday  the  witness, 
and  to-day  you,  are  making  these  suggestions,  I  think  it  only 
proper  that  the  Committee  should  make  this  statement. 

MR.  BECK:  I  have  not  thought  at  all  of  imputing  to  Mr. 
Hughes  or  the  Committee,  any  desire  to  be  unfair  to  Mr.  Mc- 
Curdy, or  to  any  witness  at  all. 

I  would  also  like  to  say  in  connection  with  the  remark  that  you 
have  just  made,  that  neither  Mr.  McCurdy,  nor  any  of  the  wit- 
nesses of  the  Mutual  Life  has  shown  any  indisposition  to  tell  any 
fact  as  to  which  the  witness  is  competent  to  speak.  Mr.  Mc- 
Curdy has  repeatedly  refused  to  answer  questions,  involving' most 
technical  actuarial  knowledge,  which  it  seems  to  me  were  wholly 
within  the  rights  of  the  witness.  As  to  the  other  matter,  I  want 
to  facilitate  the  inquiries  of  the  Committee,  and  only  a  few  min- 
utes ago  when  the  matter  came  up  of  this  mail-ofi&ce  bvisiness,  I 
offered  to  explain  to  Mr.  Hughes  just  why  those  went  to  the 
agency  from  which  they  originated.  There  was  a  very  good  and 
sufficient  reason  which  the  president  did  not  know,  and  acting  on 
the  suggestionof  Mr.  Hughes  yesterday,  that  he  would  be  very  glad 
at  any  time  to  have  crunselmake  any  explanations  to  clear  up  the 
situation,  I  offered  to  do  it,  and  as  I  understood  it,  the  offer  was 
declined,  and  as  soon  as  a  few  more  facts  were  drawn  out  from  the 
witness,  the  inquiry  at  once  turned  into  a  new  channel. 

Now,  I  want  to  say  that  I  don't  impute  to  Mr.  Hughes  any  in- 
tention to  be  unfair,  but  I  do  say  that  the  net  result  is  quite  as 
unfair  to  the  witness  as  if  it  were  Mr.  Hughes'  intention  that  it 
should  be  unfair.  When  he  develops  a  certain  line  of  inquiry  it 
gives  a  ciie  to  the  most  sensational  newspaper  attacks  on  men 
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who  have  borne  an  unblemished  reputation  in  the  community 
and  the  inquiry  is  dropped  there. 

I  could  give  a  very  clear  illustration  of  it.  When  a  few  days 
ago  the  line  of  inquiry  was  introduced  to  show  a  close  physical 
relation  between  Lawrence  &  Company  and  the  Supply  De- 
partment. When  I  asked  whether  the  question  would  not  be 
asked  whether  any  officer  of  the  Mutual  Life  had  any  interest  in 
Lawrence  &  Company,  Mr.  Hughes  said,  "We  will  ask  it  at  an- 
other time." 

MR.  HUGHES:  And  the  question  was  asked  at  once. 

MR.  BECK:  You  subsequently  did  ask  the  question  of  Mr. 
McCurdy. 

MR.  HUGHES:  At  once. 

MR.  BECK:  Let  us  be  fair. 

THE  CHAIRMAN:  I  want  it  understood  by  you  and  Mr. 
McCurdy  that  his  Committee  is  here  to  build  up  and  not  to  tear 
down,  but  incidentally  it  is  necessary  to  get  rid  of  some  decaying 
timbers  in  order  to  get  down  to  a  solid  foundation,  but  it  is  the 
intention  of  the  Committee  to  build  up  the,  insurance  business 
and  make  it  stronger  and  better  than  it  ever  has  been,  and  the 
only  way  we  can  do  that  is  with  the  assistance  of  you  gentle- 
men, who  know  so  much  more  than  we  ever  can  hope  to  know 
about  it,  so  that  the  only  motive  we  have  is  to  obtain  the  fullest 
possible  information  that  will  help  us  in  our  inquiry,  and  the  least 
possible  information  that  will  not  help  us.  We  don't  care  to 
waste  time  over  mere  details. 

Mr.  Hughes,  our  counsel,  or  Mr.  McKeen,  or  Mr.  Fleming,  will 


Testimony  of  Richard  A.  McCurdy 

readily  be  able  to  agree  with  you  as  to  what  is  helpful  and  proper, 
so  you  will  never  have  to  appeal  from  them,  I  hope. 

MR.  BECK:  I  think  Mr.  Hughes  will  bear  me  out  when  I  say 
that  no  requests  that  he  has  made  of  counsel  of  the  Mutual  Life 
for  any  information  whatever,  has  been  ignored.  We  have 
placed  our  books,  our  papers,  everything,  subject  to  his  examin- 
ation, and  we  intend  to  continue  to  do  so.  At  any  time  his  re- 
quest for  information  will  be  cheerfully  honored. 

MR.  HUGHES:  The  record  is  more  eloquent  than  anything 
I  can  possibly  say  of  the  extreme  courtesy  and  fairness  with 
which  this  investigation  has  been  conducted.  If  I  have  erred 
at  all  in  my  duties  to  the  Committee  it  has  been  in  being  more 
courteous  many  times  than  circumstances  would  warrant  and 
in  going  out  of  my  way  to  avoid  making  suggestions  which  were 
quite  obvious,  and  which  might  have  been  considered  as  indi- 
cating a  desire  to  make  capital  at  the  expense  of  witnesses.  I 
have  again  and  again  subdued  a  very  natural  inclination  to 
make  retorts,  which  I  think  would  have  been  entirely  justified, 
out  of  my  desire  that  no  one  could  honestly  discredit  the  fair- 
ness of  this  investigation.  The  witness  who  gets  himself  into 
a  false  position  has  himself  only  to  blame.  Candor  and  straight- 
forwardness will  ever  be  treated  as  they  deserve  to  be  treated, 
and  evasion  will  always  be  held  up  to  the  contempt  which  it 
also  deserves. 

(Applause  from  the  audience.) 

THE  CHAIRMAN:  Now,  gentlemen,  this  Committee  will 
not  be  aided  in  the  least  by  any  demonstration  by  those  present, 
as  I  have  said  repeatedly,  and  unless  the  audience  will  content 
itself  with  listening  and  refrain  from  manifesting  its  emotions 
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of  approval  or  disapproval,  the  audience  will  be  prevented 
from  doing  that  by  exclusion  from  the  room.  Now,  I  have  said 
this  half  a  dozen  times  and  we  are  getting  tired  of  repeating  it 
daily.  I  hope  I  will  not  have  to  remind  an  audience  in  this 
room  again  that  the  convenience  of  counsel,  the  convenience  of 
witnesses  of  the  Committee,  requires  that  the  audience  be  spec- 
tators and  nothing  more. 

This  investigation  is  held  primarily  for  the  information  of 
the  Legislature  and  secondly  for  the  information  of  the  public, 
and  we  are  glad  to  have  you  attend  here  as  long  as  you  remain 
simply  spectators. 


THE  WITNESS:  May  I  avail  myself  of  the  opportunity- 
THE  CHAIRMAN:    Yes,  sir. 


THE  WITNESS:  To  express  myself  in  entire  concurrence 
with  the  remarks  of  Mr.  Hughes,  and  to  say  particularly  that 
his  remarks  as  to  his  own  conduct  of  the  case,  the  self-restraint 
that  he  has  imposed  on  himself,  which  I  have  noticed  with 
admiration,  not  to  say  gratitude.  Those  remarks  I  entirely 
concur  in.  I  think  they  are  entirely  justified  by  Mr.  Hughes, 
course  in  the  examination  of  witnesses  so  far  as  I  have  observed. 
I  also  concur  with  his  concluding  remarks,  thoroughly  and 
heartily,  and  I  hope  the  episode  now  may  be  considered  as 
terminated. 

BY  MR.  HUGHES: 

Q.  A  few  minutes  ago  when  the  matter  of  Charles  H.  Ray- 
mond &  Company  was  up  and  the  reference  to  Charles  H.  Ray- 
mond &  Company  of  persons  applying  for  insurance,  I  was 
under  the  impression  that  you  had  given  in  your  answer  a  full 
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statement  of  the  matter  and  of  the  reasons  for  the  adoption  of 
the  policy  which  had  been  adopted.  If  there  is  anything  to  be 
added  to  that  you  have  the  opportunity  of  adding  it. 

MR.  BECK:  About  the  apartment. 

MR.  HUGHES:  Yes,  about  everything  germane  to  that  sub- 
ject. 

MR.  BECK:  The  explanation  about  the  coupon  business  is 
very  simple.  The  coupons,  as  the  witness  has  testified,  are 
always  returned  to  the  agency  in  which  they  originate.  That 
is  for  two  reasons.  Of  course  any  other  course  would  disorganize 
the  whole  system  by  causing  dissatisfaction.  There  is  a  second 
and  broader  reason,  that  is,  that  the  few  who  write  letters  with 
reference  to  insurance  have  a  real  purpose  to  take  out  insurance 
and  to  secure  the  insurance  it  is  absolutely  essential  that  an  agent 
should  see  them. 

MR.  RIORDAN:    Who  pays  for  the  advertising? 

MR.  BECK:   The  company. 

MR.  RIORDAN:  If  any  of  them  do  take  out  insurance  is 
that  charged  to  the  agent  ?  ■ 

MR.  BECK:  No,  I. think  not;  no,  I  think  it  is  a  general 
charge  against  the  company.  But  may  I  add  that  the  very 
small  per  cent,  of  the  mail  order  business  arises  in  New  York. 

BY  MR.  HUGHES: 

Q.  Are  you  able  to  state,  Mr.  McCurdy,  what  percentage  of 
it  arises  in  New  York?     A.  No,  sir. 
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Q.  Now,  with  regard  to  the  Grosvenor,  what  rent  do  you 
pay,  Mr.  McCurdy?  A.  I  don't  pay  any  now  because  my  lease 
expired  on  the  ist  of  July  and  I  have  not  renewed  it.  I  am 
going  to  another  hotel  hereafter.  But,  I  will  furnish  you  the 
amount  after  lunch.  My  impression  is — Richard,  do  you  know 
how  much  I  paid  there  per  annum?  Thirty  eight  hundred 
dollars  ? 

Q.  Well,  it  was  my  intention  that  the  matter  should  wait 
until  the  production  of  the  schedule,  but  I  am  referring  to  it 
now  only  because  your  counsel  wants  me  to  do  so.  A.  Very 
well.  I  pay  for  my  room  somewhere  about  four  thousand 
dollars,  whether  it  is  three  hundred  dollars  a  month,  or 
something  over  that,  I  don't  know.  I  think  the  scale  was 
raised  a  year  or  two  ago,  and  that  being  a  matter  of  per- 
sonal detail  that  is  attended  to  by  my  secretary,  and  he 
draws  the  check  and  pays  them.  I  want  to  say  this,  if  the  ob- 
ject of  the  inquiry  is  to  intimate  in  any  way  the  use  by  me  of 
some  of  the  company's  rooms  in  a  hotel  which  it  owned,  to  my 
personal  advantage,  at  less  rate  than  those  rooms  would  be 
paid  for  by  anyone  else,  that  is  distinctly  not  the  case.  On  the 
contrary,  I  will  give  the  Committee,  if  they  think  they  want 
them,  a  list  of  my  payments  to  the  Grosvenor  for  every  week 
during  the  period  which  I  have  lived  there  for  the  past  year,  which 
is  only  for  a  few  weeks  in  the  winter,  although  I  pay  for  the 
apartments  all  the  year  round,  'for  my  own  convenience.  I 
take  those  rooms  by  the  year  and  keep  them  only  a  few  weeks 
in  the  winter.  The  furniture  there  was  mostly  my  own.  From 
time  to  time  I  had  put  in  as  it  suited  me  to  do,  so  I  told  the — 
the  Grosvenor  had  been  an  apartment  hotel  owned  by  the  Mu- 
tual Life  Insurance  Company  for  I  think  at  least  a  dozen  years 
before  I  ever  set  foot  in  it,  excepting  to  make  an  official  visit  of 
inspection.  Circumstances  induced  me  ultimately  to  go  there; 
it  was  convenient  for  the  Christopher  Street  Ferry,  which  com- 
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municates  directly  through  Tenth  Street,  and  West  Tenth 
Street  with  Fifth  Avenue,  and  my  own  home.  It- is  the  most 
convenient  place  that  I  know  of.  I  went  there  accidentally: 
I  found  it  a  convenient  neighborhood  and  remained  there  for  a 
number  of  years.  My  instructions  to  the  manager  of  the  hotel 
were  to  charge  me  for  my  rooms  the  largest  price  which  he  could 
get  for  those  rooms  from  any  other  person.  I  did  not  conceive 
and  do  not  conceive  now  that  it  was  necessary  for  me  to  make 
the  Mutual  Life  Insurance  Company  any  presents,  but  my  in- 
structions to  the  manager  of  the  hotel  were  to  charge  me  the 
highest  price  for  my  room  which  he  would  charge  to  anybody, 
and  I  believe  that  has  always  been  the  case,  and  a  year  or  two 
ago,  or  further  I  can't  tell  you  when,  when  they  changed  system 
from  paying  for  rooms  by  the  month  for  the  winter  season,  to  an 
annual  rental,  the  object  being  in  that  way  to  really  get  more 
money  for  the  company,  I  fell  into  it  at  once,  and  since  then 
I  have  been  paying  by  the  year  for  rooms  that  I  occupy  for  five, 
or  six,  or  seven  weeks  in  the  winter. 

Q.  Are  you  here  the  whole  winter,  Mr.  McCurdy?  A.  At  the 
Grosvenor? 

Q.  No,  in  the  city  or  hereabouts?  A.  No, I  live  out  of  town; 
I  am  a  countryman. 

Q.  I  mean  you  live  at  Morristown,  I  understand?  A.  At 
Morristown.     May  I  add  one  further  thing? 

Q.  Yes.  A.  Well,  If  I  was  not  inclined  to  be  rather  amused 
at  it  I  should  consider  it  rather  an  aspersion  upon  my  personal 
dignity  to  assume  in  any  way  that  I  could,  would  or  could 
make  use  of  an  opportunity  of  that  kind  for  personal  interest. 
In  regard  to  the  other  branch,  apartment  hotel  business  and 
things  of  that  kind,  I  made  up  of  the  charge  for  the  rooms  and 
of  the  charge  for  the  meals.  At  hotels  on  the  American  plan 
so  much  a  day.  I  wish  to  say  in  regard  to  that,  for  reasons 
which  I  think  the  Committee  will  readily  understand,  I  could  not 


2027 


Testimony  of  Richard  A.  McCurdy 

afford  to  have  any  injurious  suspicions  entertained  or  aspersions 
made  upon  what  would  be  such  a  contemptible  piece  of  action  on 
my  part,  that  I  did  not  pay  as  much  as  anybody  else,  and  I  was  tak- 
ing advantage  of  my  position  as  president  of  the  company  to  get 
food  and  lodging  at  a  lower  price  than  other  people,  and  the 
result  has  been  for  two  or  three  years  past  I  have  been  paying 
for  myself  and  Mrs.  McCurdy  there  during  the  winter  a  higher 
price,  under  my  instructions,  I  think  five  dollars  a  week  higher 
than  anybody  else  paid  in  the  building,  in  the  hotel.  For  that 
reason  I  wanted  the  manager  to  be  able  to  say  that, Mr.  Mc- 
Curdy pays  more  than  anybody  else  in  the  house  for  his  accom- 
modations. 

Q.  How  much  of  the  year  are  you  here?     A.  In ■ 

Q.  No,  I  mean  in  attendance  at  your  duties?  A.  Oh,  prac- 
tically all  the  year  with  the  exception  of  such  vacations  as  are 
usual  and  common. 

Q.  And  what  vacations  are  those  that  you  take? 

A.  Unfortunately,  Mr.  Hughes,  I  have  a  chronic  trouble,  I 
have  gouty  diathesis  which  renders  it  very  inexpedient  for  me 
to  remain  in  this  climate  during  the  inclement  month,  the 
month  of  March.  During  that  season  I  have  usually,  like  all 
the  other  men  of  my  acquaintance,  who  are  getting  on  in  life  do, 
I  have  gone  to  the  South,  to  California  or  what  hot,  gone  per- 
haps five  or  six  weeks.  In  the  summer  time  Itake  what  leisure 
I  choose  during  the  practically  dead  months  in  the  insurance 
business  and  banking  business  generally.  In  New  York  there 
is  very  little  going  on  and  no  one  expects  the  concerns  to  do 
very  much  in  July  and  August,  and  I  consult  my  own  conven- 
ience. 

Q.  Recurring  to  the  Grosvenor  again,  is  that  managed  as  a 
hotel  by  the  Mutual  Life?     A.  No. 

Q.  What  do  they  do,  lease  it?  A.  No,  there  is  a  manager 
there  who  looks  after  it. 


2028 


Testimony  of  Richard  A.  McCurdy 

Q.  The  manager  who  runs  it  is  paid  a  salary  by  the  company? 
A.  Paid  a  salary  and  commission  on  the  net  profits. 

Q.  So  it  is  managed  by  the  Mutual  Life  through  its  manager? 
A.  Well,  you  could  hardly  say  the  Mutual  Life. 

Q. '  I  mean  if  it  makes  a  lot  of  money  the  Mutual  gets  it?  A. 
Yes,  sir. 

Q.  And  if  it  loses  a  lot  of  money  the  Mutual  loses  it?  A. 
Yes,  but  the  MutualLife  does  not  keep  a  hotel  if  that  is  the  mean- 
ing of  the  question.  It  does  not  participate  in  any  way  in  the 
management  of  the  place.     It  hires  a  competent  man  to  run  it. 

Q.  What  is  paid  him,  do  you  know?     A.  What? 

Q.  Do  you  know  what  is  paid  him?  A.  No,  I  do  not.  As 
I  say 

Q.  How  long  has  the  Grosvenor  been  managed  in  that  way? 
A.  Oh,  since  I  can  recollect.     I  do  not  recollect  any  other  way. 

Q.  Is  there  any  special  reason  for  retaining  that  investment? 
A.  Not  at  all.  I  have  tried  to  sell  it  two  or  three  times,  and  the 
matter  is  under  consideration  now,  and  has  been.  If  you  choose 
to  ask  Mr.  Michael  Coleman,  who  is  a  well-known  authority  on 
real  estate  values  and  formerly  president  of  the  Board  of  Tax 
Commissioners  of  this  city,  he  has  had  at  my  request  the  subject 
under  consideration  and  given  it  very  careful  examination,  and 
has  recommended  that  at  present  we  do  not  offer  it  for  sale  for 
certam  local  reasons,  with  regard  to  the  tendency  of  increasing 
values  in  that  part  of  the  town  and  the  practical  limit  which  has 
almost  been  reached,  of  desirable  comers  for  improvements  for 
industrial  and  mercantile  purposes. 

Q.  What  is  your  interest  in  the  National  Bank  of  Commerce, 
your  stock-holding  interest  ?     A .   1,132  shares . 
'  Q.  You  were  interested  in  the  National  Bank  of  Commerce 
before  it  absorbed  the  Western  National  Bank  of  the  United 
States,  were  you  not?     A.  Yes. 

Q.  And  so  was  the  Mutual  Life?     A.  I  think  so. 
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Q.  Were  you  a  stockholder  in  the  Hide  and  Leather  Bank? 
A.  I  think  I  was. 

Q.  To  what  extent?     A.  I  could  not  recall  now. 

Q.  Was  there  a  syndicate  that  purchased  stock  of  the  Hide  & 
Leather  Bank?    A.  What? 

Q.  A  syndicate  or  company' of  individuals?  A.  I  really 
don't  know  how  that  was  effected. 

Q.  Were  you  yourself  interested  with  others  in  the  acquisition 
of  the  stock  of  the  Hide  &  Leather  Bank  prior  to  the  change 
of  its  name  to  the  National  Bank  of  the  United  States?  A. 
Well,  I  was  in  this  way.  I  was  originally  a  stockholder  in  a  bank 
in  which  the  Mutual  Life  Insurance  Company  had  a  considerable 
interest,  called  the  National  Bank  of  Commerce,  no,  the  Na- 
tional Union  Bank.  That  bank,  I  think,  was  absorbed  by  the 
Bank  of  Commerce.  The  capital  of  the  Bank  of  Commerce  was 
originally  $5,000,000.  The  Bank  of  Commerce — at  which  time 
I  had  no  interest  in  it  at  all^I  am  speaking  from  general  recol- 
lection subject  to  correction  in  regard  to  details,  if  it  is  im- 
portant hereafter — the  Bank  of  Commerce  as  I  recall  it  doubled 
its  capital  stock  or  made  its  capital  stock  $10,000,000  instead 
of  five  million  dollars,  and  the  National  Union  Bank  raised  its 
own  capital  from  $1,200,000  to  $5,000,000  by  calling  on  its 
stockholders  to  pay  in  additional  amounts.  Then  the  Bank 
of  Commerce  issued  the  stock  for  the  extra  five  millions  to 
which  its  capital  has  been  increased  in  payment  for  the  stock 
of  the  National  Union  Bank  which  became  absorbed  in  the 
National  Bank  of  Commerce.  The  transactions  of  the  Na- 
tional Hide  &  Leather  Bank  were  practically  independent. 
If  I  recall  right,  I  had  a  small  interest,  perhaps  a  couple  of 
hundreds  of  shares  which  I  was  invited  to  take  and  did  take 
in  the  Hide  &  Leather  Bank,  and  then  its  capital  stock — now, 
I  am  talking  quite  at  random,  and  I  want  an  opportunity  if  I 
make  misstatements  to 
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Q.  Certainly.  A.  I  am  only  testifying  from  general  recol- 
lections. 

Q.  Perhaps  this  will  aid  you. 

(Handing  witness  paper.) 

A.  If  you  will  allow  me  to  finish  just  what  I  was  going  to  say 
and  then  we  will  go  on  with  that. 

Q.  Yes.  A.  The  capital  stock  of  the  Hide  &  Leather  Bank,  I 
think,  was  $500,000.  That  was  increased,  I  think,  to  five  million 
•dollars,  and  then  the  increased  capital,  or  so  much  as  was  neces- 
sary, was  used  to  acquire  the  stock  of  the  Western  National  Bank, 
and  after  that  had  been  done — I  think  it  is  called  the  National 
Bank  of  the  United  States  under  the  consolidation — then  the 
■capital  stock  of  the  Bank  of  Commerce  was  increased  to  its 
present  capital, which  is  twenty-five  million  dollars  and  the  sum 
necessary  to  acquire  the  capital  stock  of  the  National  Bank  of 
the  United  States  was  used  for  the  acquisition  of  that,  that  is, 
by  transferring  to  the  stockholders  of  that  bank,  and  leaving  its 
present  capital  as  it  now  appears. 

Q.  I  have  here  a  clipping  from  the  Journal  of  Commerce 
of  June  17th,  1902,  in  which  it  states  that  Richard  A.  McCurdy, 
president  of  the  Mutual  Life  Insurance  Company,  and  Frederick 
Cromwell,  treasurer  of  the  same  company;  William  C.Whitney 
Thomas  C.  Ryan,  Jacob  F.  Schiff,  Ex-Governor  Levi  P.  Mor- 
ton, and  George  F.  Baker  were  yesterday  elected  directors  of  the 
Hide  &  Leather  National  Bank.     A.  Yes. 

Q.  Calling  your  attention  to  that,  do  you  recall  just  prior  to 
that  the  acquisition  by  the  group  of  gentlemen  named  there, 
with  or  without  others,  of  a  large  interest  in  the  Hide  &  Leather 
Bank?  A.  I  don't  know  what  the  interest  of  the  others  was, 
but  this  is  undoubtedly  true. 

Q.  Yes.  Did  you  acquire  an  interest  in  it?  A.  I  probably 
did. 
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Q.  Do  you  remember  at  what  rate?  A.  No.  I  would  not 
have  been  elected  a  director  if  I  had  not  any  interest  in  it. 

Q.  You  don't  remember  what  number  of  shares  you  acquired? 
A.  No. 

Q.  Whether  it  was  at  150  or  175?     A.  No. 

Q.  Do  you  remember  what  was  done  with  the  shares  you 
acquired?  A.  No,  I  did  not  sell  them.  They  are  represented 
now  substantially  by  my  holdings  in  the  Bank  of  Commerce. 

Q.  You  of  course  have  memoranda  as  to  that  and  you  will  be 
able  to  state  how  much  of  the  1,132  shares  of  the  Bank  of  Com- 
merce that  you  now  hold  came  through  that  original  ownership 
of  Hide  &  Leather  stock?  A.  Probably.  I  will  ask  some  of 
our  people  there  that  are  more  familiar  with  its  details  than  I 
am. 

Q.  The  Mutual  Life  was  not  interested  in  the  Hide  &  Leather 
Bank,  was  it?     A.  I  don't  think  it  was. 

Q.  Who  was  the  president  of  the  National  Union  Bank  prior 
to  its  absorption?  A.  His  name  was  Hendrix,  Joseph  C.  Hen- 
drix. 

Q.  Was  any  pajmient  made  to  Mr.  Hendrix  in  confirmation 
of  this  matter?     A.  Of  what? 

Q.  Of  the  proceedings  which  led  to  the  extinction  of  the  Na- 
tional Union  Bank  and  the  absorption  of  the  Hide  &  Leather 
Bank  and  final  development  of  the  National  Bank  of  Com- 
merce? A.  Now,  I  can  answer  in  two  ways,  both  of  which 
will  be  true.  I  can  say  not  to  my  knowledge,  which  is  the  fact. 
I  can  say  on  the  other  hand,  if  you  prefer  that  I  should  answer 
it  in  that  way,  that  when  Mr.  Hendrix  voluntarily  retired  from 
the  presidency  of  the  Bank  of  Commerce  and  Mr.  Snyder  was 
elected  president  of  that  Bank  the  Board  of  Directors  of  the 
Bank  of  Commerce  voted  Mr.  Hendrix  a  retiring  pension.  The 
precise  amount  of  that  I  cannot  recall. 
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Q.  Was  it  $200,000?  A.  I  have  heard  that  sum  mentioned. 
I  have  no  precise  knowledge. 

Q.  Well,  it  has  been  stated  that  a  part  of  this  sum  was  paid  to 
the  Mutual  Life  Insurance  Company.     A.  Of  what  sum? 

Q.  Of  the  sum  that  Mr.  Hendrix  received.  Is  there  any 
truth  in  that?  A.  None — it  is  just  as  false  as  a  good  many 
other  of  these  things  that  have  been  circulating  in  the  press  and 
atmosphere  generally. 

Q.  That  was  paid  by  the  National  Bank  of  Commerce?  A. 
That  was  paid  by  the  National  Bank  of  Commerce  to  a  retiring 
president  who  voluntarily  accepted  the  situation,  and  yet  whom 
the  directors  thought  it  would  be  treating  unfairly  to  leave  out 
of  the  opportunity  of  continuing  to  earn  a  living,  to  qualify  him- 
self for  which  he  had  devoted  the  greater  portion  of  his  life. 

Q.  Well,  Mr.  McCurdy,  I  am  informed  that  Mr.  Stanchfield 
is  here  representing  some  witnesses  whom  I  wish  to  examine, 
and  he  is  anxious  to  get  away.  If  you  will  withdraw  for  a 
moment?     A.  I  will,  with  pleasure. 

LOUIS  BALLARD,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Where  do  you  reside?     A.  Seawarren,  New  Jersey. 

Q.  What  is  your  business  ?     A.  Clerk. 

Q.  For  whom?     A.  L.  W.  Lawrence. 

Q.  Are  you  not  a  partner  of  L.  W.  Lawrence?     A.  No,  sir. 

Q.  Has  L.  W.  Lawrence  any  partner?     A.  No,  sir. 

Q.  Where  is  L.  W.  Lawrence?  A.  Well,  he  is  not — ^he  is  out 
of  the  State,  sir,  in  Greenwich,  Connecticut,  where  he  resides. 

Q.  How  recently  have  you  seen  him  ?  A.  Oh ,  some  little  time 
ago. 
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Q.  How  recently?     A.  Oh,  I  should  say  a  couple  of  weeks. 

Q.  He  is  at  his  summer  home  at  Greenwich  ?     A.  Yes   sir. 

Q._^How  long  have  you  been  clerk  for  L.  W.  Lawrence?  A. 
About  27  years. 

Q.  Are  you  associated  with  him  in  any  other  way?  A.  I  am, 
in  connection  with  the  Globe  Printing  Company,  yes,  sir. 

Q.  What  is  the  Globe  Printing  Company?  A.  Well,  I  don't 
know  exactly  how  to  answer  that.  I  am  not  familiar  with  this 
business,  Mr.  Hughes.  If  you  will  let  me  know,  I  will  be  glad  to 
answer  you. 

Q.^What  business  does  the  Globe  Printing  Company  do  ?  A. 
Well,  that  is  a  pretty  hard  question  for  me  to  answer. 

Q.  Are  you  connected  with  it  ?     A.  I  am  secretary  of  it,  yes,  sir. 

Q.  Secretary  of  the  Globe  Printing  Company?     A.  Yes,  sir. 

Q.  To  start  with,  it  is  a  corporation,  is  it  not?     A.  Yes. 

Q.  What  is  the  amount  of  its  capital  stock?     A.  $10,000. 

Q.  What  is  its  business?     A.  Printing. 

Q.  Has  it  a  plant?     A.  Yes. 

Q.  And  it  does  printing  for  whom?  A.  Well,  it  is  owned  by 
L.  W.  Lawrence. 

Q.  What  is  that?  A.  It  is  owned  by  L.  W.  Lawrence.  That 
is,  he  owns  the  majority  of  the  stock. 

Q.  What  is  the  stock?     A.  $10,000. 

Q.  And  he  owns  practically  all  of  it?  A.  He  owns  90  shares 
of  it. 

Q.   90  shares  out  of  the  100  shares?     A.  Yes. 

Q.  And  is  there  any  division  of  business  between  L.  W.  Law- 
rence and  the  Globe  Printing  Company,  that  is,  does  L.  W.  Law- 
rence, in  his  individual  name,  conduct  one  kind  of  a  printing  and 
stationery  business  and  the  Globe  Printing  Company  another 
kind.  Or  do  they  both  do  the  same  business  ?  A.  Well,  I  can- 
not answer  that,  Mr.  Hughes,  I  don't  quite  catch  it.  What  do 
you  mean  by  that  ? 
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Q.  The  Mutual  Life  orders  a  great  deal  of  printing  and  sta- 
tionery of  L.  W.  Lawrence,  does  it  not?     A.  Yes,  sir. 

Q.  And  orders  a  great  deal  of  stationery  and  printing  from 
the  Globe  Printing  Company?  A.  Yes,  sir,  I  presume  it  does, 
although  I  don't  have  much  to  do  with  that,  Mr.  Hughes. 

Q.  Well,  do  you  have  anything  to  do  with  it  so  that  you  can 
state  whether  there  is  any  particular  class  of  work  that  goes  to 
the  Globe  Printing  Company  as  distinguished  from  the  class  of 
work  that  goes  to  L.  W.  Lawrence  individually?  A.  No,  I  could 
not  state  that. 

Q.  As  a  matter  of  fact  Lawrence  owns  all  of  the  stock  of  the 
Globe  Printing  Company  beneficially,  does  he  not?     A.  Yes,  sir. 

Q.  What  are  your  duties  in  connection  with  L.  W.  Lawrence 
individually?  A.  What  I  do?  I  have  charge  of  the  stationery 
Stock. 

Q.  Have  you  anything  to  do  with  the  printing  ?     A.  Very  little. 

Q.  Who  has  to  do  with  the  printing  ?  A.  \Vell,  there  are  prob- 
ably other  people  in  the  place. 

Q.  Who  are  they?  A.  A  number  of  them.  We  have  them 
there,  employes  there,  I  suppose. 

Q.  Who  is  it,  if  a  printing  order  is  obtained  by  L.  W.  Lawrence 
&  Company,  who  looks  after  it?  A.  If  the  order  came  to  me  I 
would  attend  to  it,  but  as  I  say  my  orders  are  principally  on  the 
stationery,  and  I  have  charge  of  the  supplies. 

Q.  Who  does  have  charge  of  the  other?  A.  Well,  there  is  a 
Mr.  Rogers,  for  instance. 

Q.  Mr.  Edgar  W.  Rogers?     A.  Yes. 

Q.  Is  he  a  clerk  in  the  office  of  L.  W.  Lawrence?     A.  Yes,  sir. 

Q.  Does  L.  W.  Lawrence  do  a  retail  business?     A.  Yes,  sir. 

Q.  Does  he  take  orffers  from  the  Mutual  Life  or  do  all  the 
orders  go  to  the  Globe  Printing  Company?  A.  They  come  in 
there  from  the  Mutual  Life,  although  as  I  say  I  have  not  had 
much  to  do  with  that  for  a  number  of  years. 
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Q.  Who  are  in  the  office  besides  yourself  and  Mr.  Rogers?  A. 
Why,  you  mean  all  the  clerks  there? 

Q.  Yes.  How  many  are  there?  A.  Oh,  I  don't  know,  there 
must  be  ten  or  fifteen  there,  I  guess,  soinething  like-that. 

Q.  Is  there  a  George  Plunkett  there?     A.  Yes,  sir. 

Q.  Who  is  George  Plunkett?  A.  Why,  he  is  one  of  the  boys 
there,  sir. 

Q.  How  old  is  he?  A.  I  really  could  not  tell  you,  but  he  is  a 
young  boy. 

Q.  Well,  is  he  twenty  years  old?     A.  I  should  say  he  was. 

Q.  About  that?     A.  Somewhere  around  there. 

Q.  What  does  he  do  there?  A.  Well,  pncof  the  things  he 
does,  he  runs  the  telephone  some  and  dusts  off,  and  things  like 
that 

Q.  (Handing  paper.)  Is  that  his  signature?  A.  I  don't 
know,  sir. 

Q.  You  never  have  seen  him  write?  A.  No,  sir,  not  to  know 
his  writing,  sir.  I  don't  know  much  about  him.  He  is  a  boy 
there. 

Q.  Is  he  under  your  direction?     A.  No,  sir. 

Q.  Have  you  ever  seen  any  moneys  or  check  for  moneys  made 
by  the  Mutual  Life  Insurance  Company  come  into  Lawrence  & 
Company's  office  or  Lawrence's  office?     A.  No. 

Q.  Have  you  ever  known  of  George  Plunkett  handling  any 
money  for  the  Mutual  Life?     A.  No. 

Q.  Or  Edgar  W.Rogers?     A.  No. 

Q.  Have  you  ever  handled  any  money  for  the  Mutual  Life? 
A.  No,  sir,  I  have  not. 

Q.  Have  you  known  of  Mr.  Rogers  getting  any  money  from 
Mr.  Fields?     A.  No,  sir. 

Q.  Or  of  Mr.  Plunkett  getting  any  money  from  Mr.  Fields? 
A.  No,  sir. 
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Q.  Or  from  anyone  else  connected  with  the  Mutual  Life?  A. 
No,  sir,  Mr.  Hughes. 

Q.  Is  George  Plunkett  at  your  office  to-day  or  was  he  there? 
A.  I  don't  know  whether  he  is  or  not. 

Q.  When  did  you  last  see  him?  A.  I  was  in  there  this  morn- 
ing. 

Q.  Were  you  there  yesterday?  A.  I  was  up  here  almost  all 
day  yesterday. 

Q.  There  is  no  trouble  in  having  George  Plunkett  come  down 
here  most  any  time  we  want  him?     A.  I  guess  not,  sir. 

Q.  Who  takes  the  orders  that  come  from  the  supply  depart- 
ment of  the  Mutual  Life  to  L.  W.  Lawrence  when  orders  come 
in,  who  attends  to  them?  A.  If  they  should  come  in  I  suppose 
and  want  a  box  of  pens  for  somebody  I  should  supply  them. 

Q.  They  don't  come  in  that  way  and  want  a  box  of  pens  for 
somebody?     A.  Yes,  they  do. 

Q.  Do  not  the  orders  some  in  in  bulk  from  the  Mutual  Life? 
A.  Yes,  sometimes. 

Q.  Do  you  keep  an  order  book  in  which  their  orders  are  placed 
on  file?     A.  I  don't  know,  I  don't  have  anything  to  do  with  that. 

Q.  Well,  who  does?  A.  I  told  you  perhaps  Mr.  Rogers  can 
answer  you. 

Q.  What  do  you  do  in  Mr.  Lawrence's  office?  A.  I  told  you 
before,  I  was  supply  clerk. 

Q.  What  do  you  do  as  supply  clerk?  A.  My  duty  is  to  keep 
the  supply  of  stationery  in  stock.  There  is  quite  a  little  work.  I 
have  to  look  out  away  ahead.  Some  things  I  order  in  Jttly  for 
about  Christmas  time,  diaries  and  things  I  have  to  keep  in  stock 

BY  THE  CHAIRMAN: 

Q.  Do  you  mean  you  are  a  stockkeeper  there?  A.  Yes,  sir,  I 
order  all  the  stationery  that  is  ordered.  That  is  what  I  have 
attended  to  for  a  number  of  years.  =" 
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BY  MR.  HUGHES: 

Q.  When  orders  come  in  from  the.  Mutual  Life  for  stationery 
do  they  come  to  you?     A.  As  I  say  sometimes  they  might  come. 

Q.  Do  they  in  ordinary  course,  do  you  keep  them?  A.  Not 
in  the  ordinary  course. 

Q.  Who  does?  A.  As  I  told  you  before,  I  thought  Mr.  Rogers 
could  probably  answer  you. 

Q.  He  does  that  as  well  as  for  printing?  A.  I  misunderstood 
you  when  you  said  stationery. 

Q.  Yes,  I  said  stationery.  A.  They  might  possibly  come  in 
and  any  of  the  clerks  that  happened  to  be  around  there  anyway 
will  wait  on  them. 

Q.  The  Mutual  Life  Insurance  Company  does  not  come  in  to 
be  waited  upon  like  an  ordinary  customer,  it  sends  in  orders. 
Someone  takes  those  orders  and  keeps  them  in  a  book  and  sees 
that  they  are  properly  filed  away  and  sees  that  arrangements  are 
made  for  filling  them  ?     A.  I  told  you  probably  Mr.  Rogers 

Q.  Mr.  Rogers?     A.  Yes. 

Q.  You  do  not  know  anything  about  it?     A.  No. 

Q.  When  the  stationery  ordered  by  the  Mutual  Life  is  deliv- 
ered, who  attends  to  the  delivery?     A.  I  don't  know. 

Q.  Have  you  ever  seen  any  delivery  made?  A.  Yes,  sir,  I 
used  to  deliver  them  myself,  when  I  was  there,  but  of  late  I 
don't  know  much  about  it  as  I  say  I  have  my  own  duties  to  attend 
to  and  pay  attention  to  that  as  best  I  can. 

Q.  Does  anybody  check  off  the  goods  that  are  delivered  to  the 
Mutual  Life?     A.  That  I  could  not  say. 

Q.  Against  the  orders  that  have  been  made?  A.  That  I  could 
not  say. 

Q.  Do  you  have  anything  to  do  with  the  making  out  of  bills 
to  the  Mutual  Life?     A.  No. 
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Q.  Who  does  that?  A.  We  have  our  bookkeepers,  I  suppose 
that  do  that. 

Q.  Does  Mr.  Lawrence  attend  to  any  of  these  things  directly? 
A.  That  I  could  not  say.     I  presume  he  does,  but  I  could  not  say. 

Q.  You  must  be  pretty  busy  in  your  particular  line?  A.  I 
have  a  good  deal  to  attend  to,'  yes,  sir. 

Q.  Is  a  file  kept  of  the  orders  of  the  Mutual  Life  in  your  office 
or  in  Mr.  Lawrence's  office?  A.  I  don't  know  whether  there  are 
or  not. 

Q.  You  have  never  seen  anything  of  the  kind?     A.  No. 

Q.  Aside  from  the  retail  business,  does  Mr.  Lawrence  do  busi- 
ness for  any  other  insurance  company?     A.  Yes,  sir. 

Q.  What  insurance  company  ?  A.  Well,  there  is  the — ^must  I 
answer  that  question,  Mr.  Hughes? 

Q.  Certainly?     A.  I  do  not  like  to  bring  out  our  business ■ 

Q.  What  is  done  for  other  insurance  companies,  that  is  what 
we  are  here  to  find  out?  A.  Well,  there  is  one  company,  the 
North  River  Fire  Insurance  Company. 

Q.  Any  life  insurance  companies ?     A.  Not  that  I  know  of ,  sir. 

Q.  You  have  an  account  I  suppose  with  the  Mutual  Life  In- 
surance Company  in  your  books?  A.  I  could  not  answer  that, 
sir,  because  I  don't  know. 

Q.  What  is  the  name  of  your  bookkeeper?  A.  Why  we  have 
— you  are  getting  me  rattled,  Mr.  Hguhes.  Excuse  me,  ask  Mr. 
Rogers  that  question,  won't  you,  please? 

Q.  What?  A.  You  have  got  me  so  rattled  I  don't  know  what 
I  am  doing. 

Q.  There  is  nothing  to  be  rattled  about;  I  simply  want  you 
to  answer  a  simple  question. 

MR.  STANCHFIELD:    Take  your  time. 

Q.  Certainly ,  take  your  time.     We  want  what  you  know  about 
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this  business.     Take  just  as  long  as  you  want  and  get  it  out  as 
straight  as  you  can.     A.  A  frog  gets  down  in  my  throat 

MR.  STANCHFIELD:    What  is  the  question? 

Q.  The  question  is  what  is  the  name  of  the  bookkeeper?  A. 
Mr.  Rogers — • — 

Q.  Mr.  Rogers?  A.  No,  it  is  not  Mr.  Rogers.  Mr.  Rogers 
is  one  of  our  men  there  and  will  know.     Parsons  is  his  name. 

Q.  Parsons?     A.  Yes,  that  is  his  name. 

Q.  What  is  his  first  name  ?     A.  I  don't  know. 

Q.  Now,  taking  the  Globe  Printing  Company  matters,  when 
orders  come  from  the  Mutual  Life  to  the  Globe  Printing  Company 
do  you  ever  receive  them?     A.  I  don't  think  I  have,  np,  sir. 

Q.  Where  is  the  of&ce  of  the  Globe  Printing  Company?  A. 
The  office  of  it  is  in  Ridgewood,  New  Jersey,  the  Jersey  office. 

Q.  Is  it  a  Jersey  corporation?  A.  Then  we  have  the  printing 
plant  at  No.  7  Dutch  Street. 

Q.  New  York?     A.  Yes. 

Q.  Is  it  a  New  Jersey  corporation?     A.  Yes,  sir. 

MR.  STANCHFIELD:  I  would  suggest  that  your  subpoena 
served  upon  Mr.  Ballard  simply  notified  him  to  produce  here  the 
stock  book  of  the  Globe  Printing  Company  and  the  list  of  the 
stockholders  and  in  construing  that  I  said  I  did  not  assume  you 
cared  to  ask  him  any  oral  qtiestions,  for  that  reason,  and  I  don't 
think  he  has  paid  any  attention  to  it.  Another  witness  who 
knows  more  about  it  is  here,  Mr.  Rogers. 

MR.  HUGHES:  He  is  here? 

MR.  STANCHFIELD:     Yes. 
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MR.  HUGHES:  I  will  simply  ask  another  question  or  two  and 
then  call  Mr.  Rogers. 

Q.  In  connection  with  the  Globe  Printing  Company's  business 
do  you  receive  orders,  check  off  deliveries?  A.  Do  I  receive 
orders  and  check  deliveries? 

Q.   Yes?     A.   No,  sir. 

Q.  You  never  did  that?     A.  No. 

Q.  Do  you  keep  books,  except  the  stock  books?     A.  No. 

Q.  Who  is  the  bookkeeper  of  the  Globe  Printing  Company? 
A.  We  have  not  any  bookkeeper  that  I-  know  of. 

Q.  Who  keeps  the  account  between  the  Globe  Printing  Com- 
pany and  the  Mutual  Life  Insurance  Company?  A.  I  don't 
know,  I  cannot  tell  you.  ;- 

MR.  HUGHES:  Will  you  step  aside,  and  Mr.  Rogers  will 
take  the  stand  ?  Well,  as  it  is  just  one  o'clock,  if  you  will  return, 
Mr.  Rogers,  at  2.15  we  will  take  your  examination  up  then. 

THE  CHAIRMAN:  All  witnesses  who  have  been  requested  to 
be  here  this  morning,  will  be  here  this  afternoon  at^2.is  sharp. 
The  Committee  stands  adjourned  until  2.15. 
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AFTER  RECESS. 

GEORGE  J.  PLUNKETT,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

f  Q.  Where  do  you  live?     A.   21  Fourth  Place,  Brooklyn. 

Q.  What  is  your  occupation?     A.  Telephone  operator. 

Q.  For  whom?     A.  L.W.Lawrence. 

Q.  How  long  have  you  been  there?  A.  Two  years  ago  last 
June. 

Q.  Always  doing  the  same  work?     A.  Yes. 

Q.  Attending  to  the  telephone  ?     A.  Yes. 

Q.  Is  that  your  signature  (handing  paper)?  A.  It  is  like  it, 
but  it  is  not  my  signature.     I  sign  my  name  George  J.  Plunkett. 

Q.  Did  you  write  that  ?     A.  No,  sir. 

Q.  (Handing  paper.)     Just  write  your  name,  will  you  please? 

(Witness  writes  his  name  on  piece  of  paper.) 

MR.  STANCHFIELD:  Here  is  what  he  signed  for  me  a  few 
moments  ago. 

Q.  (Handing  paper).  Did  you  write  that  a  few  moments  ago? 
A.  Yes. 

MR.  HUGHES:  I  offer  the  paper  just  shown  the  witness  in 
evidence. 

(Paper  marked|Exhibit  273.) 
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MR.  HUGHES:  And  the  one  that  he  has  just  written''at'my 
request,  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  274.) 

Q.  Now  look  at  that  voucher  again,  and  that  signature  George 
Plunkett  on  that  and  tell  me  if  you  mean  to  swear  you  did  not 
write  that?     A.  Not  to  my  knowledge,  no. 

Q.  Do  you  know  whether  you  did  or  not?  A.  To  my  knowl- 
edge I  do  not,  I  did  not  sign  it. 

Q.  Were  you  ever  asked  to  sign  any  such  papers  as  that?  A. 
I  only  signed  as  witnesses  for  the  proxies,  no  such  paper  as  that. 

Q.  Did  you  ever  see  any  voucher  for  moneys  in  that  form 
before?     A.  No,  sir,  not  in  that  form. 

Q.  In  any  form?  A.  I  have  seen  them  in  the  large  full  size, 
sort  of  a  letter  size. 

Q.  What  kind  of  vouchers?  A.  I  do  not  quite  understand 
what  you  mean  by  that 

Q.  What  kind  of  vouchers  have  you  seen?  A.  Regular  full 
sized. 

Q.  Full  sized  what  ?     A.  Regular  letter  size. 

Q.  What  sort  of  papers  were  they?  A.  Papers  for  L.  W. 
Lawrence  that  I  signed  when  I  was  collecting  for  them,  I  would 
sign  them  when  I  collected. 

Q .  Do  you  mea,n  signed  "received  payment "  by  so  and  so  ?  A. 
Yes. 

Q.  How  often  do  you  collect  for  Mr.  Lawrence'  A.  Some- 
times once  a  week,  sometimes  twice  and  sometimes  three  times. 

Q.  Did  you  ever  receive  any  money  from  Mr.  Fields  to  pay 
out?    A.  No,  sir. 

Q.  Or  from  Mr.  Norris?     A.  No,  sir. 

Q.  Or  from  Mr.  Rogers?  A.  Received  any  'money  to  pay 
out  from  Mr.  Rogers? 
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Q.  Well,  did  you  receive  any  money  from  Mr.  Rogers?  A. 
No,  sir. 

Q.  Have  you  ever  had  $900  given  to  you  for  any  purpose? 
A.  No,  sir,  I  never  did. 

Q.  $901.15?     A.  No,  sir. 

MR.  HUGHES:  I  will  ofEer  this  voucher  in  evidence  and  I 
call  the  attention  of  the  Committee  to  the  comparison  between 
the  signatures  and  the  signatures  of  the  papers  which  have  been 
signed  by  the  witness. 

(Paper  marked  Exhibit  275  and  read  by  Mr.  Hughes.) 

Q.  Have  you  talked  with  anyone  since  you  havg  been  sub- 
poenaed?    A.  Except  with  Mr.  Rogers. 

Q.  Mr.  Rogers?     A.  Yes,  sir. 

Q.  What  did  you  say  to  Mr.  Rogers?  A.  Mr.  Rogers  asked 
me  if  I  ever  signed  any  paper  for  anybody  from  the  Mutual  Life 
and  I  told  him  no,  sir. 

Q.  What  did  you  tell  him?  A.  I  told  him  no,  sir,  not  to  my 
knowledge,  I  never  signed  any  paper  for  anybody  in  the  Mutual 
Life. 

Q.  Did  he  ask  you  whether  you  had  ever  signed  any  papers 
at  the  request  of  Mr.  Lawrence?     A.  No. 

Q.  Did  he  tell  you  what  you  were  going  to  be  asked  when  you 
came  here  as  a  witness?  A.  No.  He  said  there  was  a  voucher 
there  with  my  signature  and  I  would  probably  be  shown  that, 
to  find  out  if  it  was  my  signature. 

Q.  What  did  he  say  further  than  that  ?  A.  That  is  all  he  said 
about  it. 

Q.  Did  he  tell  you  whether  he  thought  it  was  your  signature 
or  not?     A.  No,  sir,  he  did  not. 
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MR.  HUGHES:  Just  step  down  for  a  moment,  Mr.  Plunkett, 
and  remain  here.     Mr.  Norris,  take  the  stand. 


CHARLES   A.    NORRIS,   called   as   a  witness,   being   duly 
sworn,  testified  as  follows: 


BY  MR.  HUGHES: 

Q.  What  is  your  occupation,  Mr.  Norris?  A.  I  am  employed 
by  the  Mutual  Life  Insurance  Company. 

Q.  In  what  department  are  you  employed?  A.  In  the  supply 
department. 

Q.  How  long  have  you  been  employed  there?  A.  I  don't 
know,  I  should  say  somewheres  five  or  ten  years,  I  don't  remem- 
ber just  the  date. 

Q.  What  is  the  nature  of  your  emplo3rment,  what  are  your 
duties?  A.  I  suppose  I  attend  to  the  requisitions,  filling  of 
requisitions,  to  see  that  the  agencies  are  supplied  with  the  cus-- 
tomary  goods  that  are  to  carry  on  the  agencies  and  the  depart- 
ment. '     k  ] 

Q.  Do  you  get  the  orders  together  which  come  from  the 
various  departinents  for  printing  and  stationery  and  then  make 
out  an  order  for  what  may  be  required  ?    A.  I  see  that  it  is  done. 

Q.  Who  actually  does  it?  A.  Mr.  Babcock  does  some  of  it, 
a  clerk,  and  some  of  it  is  done  by  some  of  the  various  young  men 
that  I  may  direct  to  do  it. 

Q.  How  long  since  you  have  seen  Mr.  Fields?  A.  I  don't 
know  that  I  could  answer  that,  Mr.  Hughes.  My  recollection 
is  that  I  have  not  seen  him  for  some  time.  It  might  be  the 
latter  part  of  August  or  first  of  Septemper,but  I  am  not  positive. 

Q.  Where  did  you  see  him?    A.  I  saw  him  at  the  office. 

Q.  And  your  best  recollection  would  be  that  that  was  about  the 
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latter  part  of  August  or  the  first  of  September?     A.  As  near  as  I 
can  remember  or  recall,  yes. 

Q.  Did  he  tell  you  at  that  time  that  he  intended  to  go  away? 
A.  He  did  not. 

Q.  When  did  you  first  learn  that  he  intended  to  go  away? 
A.  I  never  learned  it. 

Q.  Do  you  know  where  he  is  now?    A.  I  do  not. 

Q.  Have  you  had  any  communicaton  from  him?  A.  I  have 
not. 

Q.^Does  mail  for  him  come  to  the  Supply  Department.  A. 
There  is  mail  for  him  at  the  Supply  Department,  yes. 

Q.  Is  it  being  forwarded?  A.  It  is  not.  It  is  being  held  for 
instructions. 

Q.  None  has  been  forwarded  for  some  time?  A.  Not  to  my 
knowledge. 

Q.  For  how  long?  A.  Oh,  I  don't  know,  I  should  say  from 
the  collection  that  it  has  been  some  months.  If  he  was  there,  as 
I  recollect,  in  August  he  would  get  his  mail.  It  has  been  since 
then. 

Q.  I  show  you  a  voucher  dated  January  7th,  1904,  and  signed 
by  William  M.  Carpenter  and  call  your  attention  to  the  stamp 
in  the  corner,  "Recommended  for  pajnnent  by  Fields,"  with  the 
word  Fields  in  ink.  Is  that  Mr.  Fields'  handwriting?  A.  I 
think  that  is  his,  yes,  sir. 

Q.  Do  you  ever  sign  Mr.  Fields'  name  to  any  vouchers?  A. 
Yes,  sir. 

Q.  I  mean  vouchers  containing  a  stamp  recommended  for 
pa5rment  by  Fields,  do  you  ever  write  the  name  Fields?     A.  Yes. 

Q.  In  connection  with  moneys  paid  out  for  legal  services? 
A.  No,  I  think  not. 

Q.  Or  where  the  voucher  recites,  as  this  one  does,  paid  out  for 
professional  services,  or  for  services,  or  in  any  similar  form? 
A.  No,  I  have  no  recollection  of  signing  any  such  vouchers. 
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Q.  In  what  cases  do  you  countersign  a  voucher?  A.  For 
supplies. 

Q.  For  moneys  paid  out,  for  supplies?  A.  For  supplies  and 
postage. 

Q.  How  near  is  your  office  to  that  of  Mr.  Lawrence?  A.  I 
should  say  contiguous. 

Q.  A  door  between?     A.  There  is,  yes. 

Q.  A  door  which  is  kept  locked  or  unlocked?  A.  No,  it  is 
generally  open,  so  that  we  have  access. 

Q.  And  are  you  in  and  out  of  there  frequently?  A.  Well,  yes, 
I  should  say  I  am  in  and  out  more  or  less.  I  don't  know  what 
you  call  frequently. 

Q.  Well,  every  day  that  you  are  at  the  office?     A.  Well,  yes. 

Q.  Do  you  know  George  Plunkett?     A.  I  do  not. 

Q.  Are  you  acquainted  with  his  signature?     A.  I  am  not. 

Q.  Did  you  ever  see  this  voucher  that  I  now  show  you.  Ex- 
hibit 27s?     A.  Oh,  I  never  saw  it  before.. 

Q.  Is  the„  word  Fields  in  the  stamp  written  by  Mr.  Fields' 
handwriting?  A.  It  has  the  general  appearance  of  the  other. 
I  could  not  say  that.     It  looks  like  his  hand. 

Q.  That  is  your  best  judgment?    A.  Yes,  it  looks  like  his. 

Q.  It  is  not  yours?    A.  No. 

Q.  I  show  you  a  series  of  vouchers,  five,  purporting  to  be  signed 
by  Fields  in  the  stamp  ''recommended  for  pajnnent,"  being 
under  date  of  January  7th,  1904,  signed  by  James  O.  Lawrence, 
February  17th,  1904;  Louis  F.  Murray,  January  isth,  1905, 
signed  John  A.  Ash,  Jr.;  January  12th,  1905,  signed  James  R. 
Craig.  Are  those  signatures  purporting  to  be  by  Fields  in  the 
handwriting  of  Mr.  Fields  according  to  your  best  judgment? 
A.  Well,  I  should  imagine  so.  It  bears  a  similarity  to  the  other 
signature.     I  could  not  say  that  they  were. 

Q.  Who  is  William  M.  Carpenter?  A.  William  M.  Carpenter 
is  an  employe  of  the  Mutual  Life. 
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Q.  In  what  department?     A.  In  the  Supply  Department. 

Q.  What  does  he  have  to  do?  A.  I  don't  know  that  there  is 
any  specific  duty  that  he  has  to  do .  Everything  that  is  assigned 
to  him. 

Q.  What  is  assigned  to  him,  what  generally  does  he  do?  A. 
He  may  make  out  orders  for  me,  he  may  write  letters  for  me,  I 
do  not  recall,  whatever  the  occasion  called  for  I  would  have  him 
do. 

Q.  What  do  you  do  with  reference  to  the  checking  off  of  ma- 
terial delivered  by  Lawrence  or  the  Globe  Printing  Company? 
A.  It  is  checked  for  me. 

Q.  Who  does  it?  A.  The  various  clerks,  some  one  and  some 
another,  not  any  one  in  particular. 

Q.  Do  you  know  whether  as  a  matter  of  fact  the  printing  and 
stationery  paid  for  by  the  Mutual  Life  to  Lawrence,  has  been  de- 
livered to  the  Mutual  Life?     A.  I  believe  it  has,  yes,  sir. 

Q.  Are  you  able,  from  your  own  examination  of  the  material 
delivered,  to  swear  to  that  positively?  A.  I  would  not  hesitate 
to  make  an  affidavit  that  the  delivery  had  been  made. 

Q.  Have  you  anything  to  do  with  the  making  up  or  the 
O.  K.-ing  of  the  bills  for  printing  and  stationery  paid  by  the 
Mutual  Life?     A.  I  have  the  O.  K.-ing  of  them  I  presume. 

Q.  Does  that  include  the  Globe  Printing  Company?  A.  It 
does. 

Q.  What  amount  of  business?  that  is,  what  amount  for  print- 
ing and  stationery  was  paid  to  the  Globe  Printing  Company  in  the 
year  1904,  by  the  Mutual  Life?  A.  I  could  not  tell  you  Mr. 
Hughes,  without 

Q.  Can  you  tell  me  approximately?     A.  No,  I  could  not. 

Q.  Can  you  tell,  I  mean  within  ten  thousand  or  twenty  thous- 
and dollars?  A.  No ,  it  would  be  a  matter  of  guess  entirely  unless 
I  referred  to  the  books. 
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Q.  Haveyougotbooks  which  will  show  that?  A.  The  auditor 
has,  yes,  sir. 

Q.  Have  you  a  book  in  the  Supply  Department  which  shows 
the  orders  that  have  been  given,  the  prices  at  which  the  goods 
have  been  furnished,  and  the  bills  that  have  been  paid?  A.  Oh, 
the  bills  I  take  it,  with  the  prices  on  them,  go  to  the  auditor. 

Q.  What  books  do  you  keep  in  the  Supply  Department?  A. 
We  keep  a  book  that  shows  the  goods  that  are  sent  out.  We 
charge  to  the  various  agencies  and  departments  the  goods  that 
we  furnished.     They  make  requisitions  and  we  charged  that  up. 

Q.  What  books  have  you  which  show  the  transactions  of  the 
Mutual  Life  and  Lawrence  and  the  Globe  Printing  Company? 
A.  I  don't  know  that  we  would  have  any.  That  would  be  with 
the  auditor. 

Q.  You  have  copies  of  orders  given,  have  you  not?     A.  Yes. 

Q.  Duplicate  orders?  A.  We  have  an  order  book  and  keep  a 
copy  of  the  orders,  yes. 

Q.  And  that  would  show  the  orders  given  to  Lawrence  and 
the  Globe  Printing  Company?     A.  Yes,  it  should. 

Q.  Do  you  keep  any  memoranda  of  the  amounts  delivered 
against  those  orders?     A.  They  are  checked  up,  yes. 

Q.  Would  that  be  shown  on  the  orders  themselves  by  checking  ? 
A.  No. 

Q.  Where  would  it  appear?  A.  It  would  appear — now  your 
question  again. 

Q.  Where  would  it  appear  that  you  had  the  amount  of  ma- 
terial that  had  been  delivered  to  you  upon  these  orders?  A.  We 
would  get  it  from  the  shipments  to  the  various  agents  and  the 
departments,  I  take  it. 

Q.  Have  you  got  any  memorandum,  or  copy  of  bills,  or  state- 
ments of  the  amount  paid  in  your  department?  A.  I  think 
that  goes  to  the  auditor. 

Q.  That  goes  to  the  auditor  ?     A.  Yes. 
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Q.  The  auditor  of  course  keeps  a  file  of  vouchers?    A.  Yes. 

Q.  What  I  want  to  get  at  is,  apart  from  this  very  volimiinous 
set  of  vouchers  whether  you  have  any  entries  in  books  which  will 
show  the  amounts  paid  Lawrence  and  the  amounts  paid  the 
Globe  Printing  Company,  and  for  what  the  amounts  were  paid? 
A.  No. 

Q.  You  have  nothing  in  the  supply  department  that  would 
show  that?    A.  No. 

Q.  Well,  has  the  auditor  anything  so  far  as  you  know?  A.  I 
don't  know. 

Q.  Have  you  had  any  occasion  to  receive  cash  from  time  to 
time  from  Mr.  Fields  for  disbursements?    A.  No,  sir. 

Q.  You  never  have  done  that?    A.  No. 

Q.  Have  you  had  anything  to  do  with  Mr.  Fields  in  his  work 
in  connection  with  legislation?    A.  No. 

Q.  Have  you  ever  paid  any  money  to  any  individuals  in  con- 
nection with  any  matters  of  legislation?    A.  No,  sir. 

Q.  Have  you  ever  known  of  any  such  payments?  A.  I  have 
no  recollection  of  it  at  all. 

Q.  Well,  have  you  at  any  time  acted  in  such  matters  on  behalf 
of  Mr.  Fields?     A.  No. 

Q.  Have  you  ever  known  of  any  items  being  charged  to  the 
printing  and  stationery  account  which  were  not  printing  and 
stationery?     A.  I  have  no  recollection  of  it,  no  knowledge. 

Q.  Why  do  you  say  you  have  no  recollection?  Do  you  mean 
by  that  that  you  are  not  in  a  position  to  deny  that  you  have 
known  of  such  matters?  A.  Oh,  I  don't  know;  I  haven't  known 
of  them,  and  don't  know. 

THE  CHAIRMAN:  We  can't  hear  anything  you  say.  I  am 
sorry. 

THE  WITNESS:  Well,  I  am  sorry,  too. 
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THE  CHAIRMAN:  I  wish  you  would  make  an  effort  to  speak 
a  little  louder. 

Q.  Do  you  deny  positively  that  matters  have  been  charged  to 
the  printing  and  stationery  account  of  the  supply  department 
which  were  not  for  printing  and  stationery?  A.  Will  you  repeat 
that  question 

(Question  read  by  the  stenographer.) 

A.  I  have  no  knowledge  of  it  whatever. 

Q.  When  you  get  requisitions  from  the  various  departments 
of  the  Mutual  Life  for  printing  and  stationery  what  do  you  do 
to  secure  a  low  price?  What  bids  do  you  ask  for,  what  compe- 
tition do  you  demand?     A.  I  don't  know  that  I  demand  any. 

Q.  Have  you  known  that  the  Globe  Printing  Company  was 
owned  practically  by  Mr.  Lawrence?     A.  No. 

Q.  Did  you  suppose  that  there  was  any  competition  between 
Mr.  Lawrence  and  the  Globe  Printing  Company?  A.  No;  I  had 
no  reason  to. 

Q.  Did  you  make  any  distinction  with  reference  to  the  orders 
given  to  Lawrence  and  the  orders  given  to  the  Globe  Printing 
Company?     A.  No. 

Q.  Didyougiveordersfor  printing  to  Mr.  Lawrence?  A.  Yes, 
sir. 

Q.  Did  you  give  orders  for  stationery  to  the  Globe  Printing 
Company?     A.  No. 

Q.  Then  the  stationery  orders  that  went  to  Mr.  Lawrence 
directly  or  indirectly  went  to  him  individually!  and  not^to  the 
company?     A.  The  Globe  Company  you  speak  of? 

Q.  You  never  gave  any  orders  for  stationery  to  the  Globe 
Printing  Company?     A.  No. 

Q.  Why  did  you  give  orders  for  printing  to  Mr.  Lawrence  and 
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not  to  the  Globe  Printing  Company?  A.  We  were  dealing  with 
Mr.  Lawrence;  that  is  the  only  answer  I  can  make  to  it. 

Q.  Do  you  have  in  your  mind  any  line  of  distinction  as  to 
when  orders  should  be  given  to  the  one  or  the  other?     A.  No. 

Q.  Did  you  try  to  equalize  them  so  there  would  be  just  about 
half  of  the  total  amount  to  one  and  half  to  the  other?     A.  No. 

Q.  Is  it  a  fact  that  they  have  been  about  equally  divided?  A. 
I  couldn't  answer  that;  I  don't  know. 

Q.  You  have  no  idea  on  that  subject?     A.  No 

Q.  Does  Mr.  Lawrence  get  any  payments  for  advertising  from 
the  Mutual  Life?     A.  Not  that  I  know  of. 

Q.  You  have  never  heard  anything  of  the  sort?  A.  What 
advertising  do  you  mean.  That  is  what  I  want  to  find  out. 
First  I  want  to  know-  whether  he  ever  gets,  as  far  as  you  know, 
orders  for  advertising?  A.  No,  not  in  the  ordinary  sense  of  the 
word  advertising,  no. 

Q.  What  do,  you  have  in  mind  when  you  say  in  the  ordinary 
sense?     A.  Advertising  in  newspapers  and  things  of  that  kind. 

Q.  What  other  ways  could  he  get  advertising?  A.  Might  be 
advertising  novelties. 

Q.  What  do  you  mean? 

MR.  STANCHFIELD:  Calendars,  and  things  of  that  descrip- 
tion. 

Q.  You  mean  stationery  used  for  advertising?  A.  Yes,  and 
little  pocket  books  or  memorandums,  advertising  novelties  they 
are  called,  advertising  novelties.  It  is  a  common  thing,  I  think, 
you  will  find  in  the  market.     You  will  find  they  are  cornmonly  sold. 

Q.  Now,  you  keep  books,  as  I  understand  it,  that  will  show 
requisitions  by  the  various  departments,  what  all  this  printing 
and  stationery  was  used  for,  what  department  it  went  to,  and  in 
what  amount,  is  that  right?     A.  I  think  so. 
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Q.  .Are  those  books  divided  by  years,  or  does  one  book  cover 
a  series  of  years?  A.  I  think  a  book  covers  possibly  a  series  of 
years. 

Q.  I  would  like  to  have  you  bring  down  that  book,  if  you  will, 
and  if  you  have  anything  which  will  show  the  proportion  of 
orders  given  to  Lawrence  and  the  proportion  given  to  the  Globe 
Printing  Company  I  would  be  glad  to  have  that.  I  will  excuse 
you  for  the  present,  if  you  will  get  that  book. 

Mr.  Rogers,  will  you  take  the  stand. 

EDGAR  W.  ROGERS,  called  as  a  witness,  was  duly  sworn. 

MR.  STANCHFIELD:  Before  this  examination  proceeds,  if 
the  Committee  please,  I  would  like  in  a  word  to  call  the  attention 
of  the  Committee  to  the  status  of  the  witness  about  to  be  exam- 
ined. He  is  a  citizen  of  New  Jersey  with  a  place  of  business  in  the 
city  of  New  York.  He  is  not  an  officer  or  an  employe  of  the  Mu- 
tual Life  Insurance  Company,  nor  of  any  insurance  company 
whose  affairs  are  now  a  topic  of  investigation.  In  appearing  here, 
either  by  himself  or  through  counsel,  we  desire  it  expressly  under- 
stood that  he  does  not  waive  the  right  to  contest  either  the  juris- 
diction of  this  Committee  over  his  person  cr  its  right  to  subject 
him  to  interrogation.  I  don't  want  that  remark  misconstrued. 
He  is  willing  to  do  everything  in  his  power  to  facilitate  the  pur- 
poses of  this  inquiry  within  its  legitimate  and  proper  scope,  but 
he  is  a  private  citizen  engaged  in  business  as  a  merchant  in  the 
City  of  New  York,  and  with  reference  to  the  dealings  that  he  has 
with  the  Mutual  Life  Insurance  Company  there  is  nothing  to  veil 
or  to  conceal,  but  as  to  his  private  affairs  or  private  business,  I 
would  like  to  call  the  attention  of  both  the  Committee  and  Mr. 
Hughes  to  the  fact  that  we  do  not  think  it  either  relevant,  proper 
or  germane,  to  interrogate  him  as  to  them,  and  it  is  with  a  view 
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to'^presenting  the  question  if  it  should  arise  later  that  upon  the 
threshold  of  this  inquiry  I  desire  to  call  the  attention  of  the 
Committee  to  the  position  which  he  occupies  here. 

BY  MR.  HUGHES: 

Q.  What  is  your  occupation,  Mr.  Rogers?     A.  I  am  a  clerk. 

Q.  Your  counsel  has  just  said  you  are  a  merchant  doing  busi- 
ness in  the  city  of  New  York.  What  is  your  particular  business 
as  a  merchant?     Are  you  a  merchant?    A.  Counsel  has  so  stated. 

Q.  Well,  are  you?    A.  What  is  the  ruling  on  that? 

Q.  You  talk  so  low  I  can  hardly  hear  you.  A.  I  will  try  and 
talk  a  little  louder. 

Q.  I  don't  know  whether  the  Committee  can  or  not. 

MR.  STANCHFIELD:  That  is  rather  a  play  upon  words.  In 
describing  him  as  a  merchant  I  did  not  mean  to  preclude  him 
from  saying  he  was  a  clerk.  I  meant  to  say  he  was  a  private  citi- 
zen with  rights  that  you  and  the  Committee  should  respect. 

MR.  HUGHES:  I  suppose  he  has  the  rights  of  anyone  who  is 
within  the  jurisdiction,  but  what  I  want  now  is  this.  I  thought 
from  what  you  said  that  he  wasjsomething  more  than  a  clerk, 
and  I  want  to  know  whether  that  is  a  fact. 

THE  WITNESS:   I  think  not 

Q.  Your  sole  business  is  that  of  a  clerk  for  L.  W.  Lawrence? 
A.  Yes,  sir. 

Q.  And  you  are  also  an  officer,  as  I  understand  it,  of  the  Globe 
Printing  Company?    A.  You  are  quite  right. 

Q.  And  what  office  do  you  hold  in  the  Globe  Printing  Com- 
pany?   A.  I  am  president. 
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THE  CHAIRMAN:   The  Committee  would  like  to  hear  you. 
THE  WITNESS:  All  right,  sir.     I  will  talk  a  little  louder. 
MR.  COX :  He  answered  he  was  president. 
THE  WITNESS:  President  of  the  Company. 

Q.  President  of  the  Globe  Printing  Company  ?    A.  Yes,  sir. 

Q.  And  what  do  you  do  as  president  of  the  Globe  Printing 
Company?  Do  you  have  active  duties  to  perform  or  is  your 
ofl&ce  a  nominal  one?     A.  Merely  a  nominal  one. 

Q.  Then  the  business  of  the  Globe  Printing  Company  is  actu- 
ally transacted  by  whom?    A.  L.  W.  Lawrence. 

Q.  What  do  you  do  as  a  clerk  for  L.  W.  Lawrence  in  his  in- 
dividual business  ?    A.  I  have  no  specific  duties. 

Q.  Well,  generally  what  are  yotir  duties?  A.  The  general 
oversight  of  the  affairs  of  the  store. 

Q.  Does  that  involve  the  examination  of  orders  as  they  come 
in?    A.  To  some  extent. 

Q.  Seeing  that  the  orders  are  executed?  A.  To  some  extent, 
yes,  sir. 

Q.  Supervision  of  books  ?    A.  No,  sir. 

Q.  Who  is  in  charge  of  the  bookkeeping  in  that  business  ?  A. 
The  bookkeeper. 

Q.  How  long  is  it  since  you  have  seen  Mr.  Andrew  C.  Fields? 
A.  I  saw  Mr.  Fields  some  time  last  summer. 

Q.  Where  did  you  see  him  ?     A.  He  passed  through  our  place. 

Q.  Was  he  frequently  in  your  place  when  he  was  in  New  York? 
A.  No,  sir,  not  frequently;  he  was  there  occasionally. 

Q.  Did  you  have  occasion  to  visit  him  in  his  adjoining  office 
frequently?    A.  No,  sir. 
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Q.  Did  you  put  in  your  time  at  the  office  of  Mr.  Lawrence? 
A.  Yes,  sir. 

Q.  In  the  Mutual  Life  Building?  A.  In  the  Mutual  Life  Build- 
ing. 

Q.  Now  I  show  you  a  voucher  signed  George  Plunkett.  Do 
you  know  the  George  Plunkett  who  has  been  upon  the  witness 
stand?     A.  I  do. 

Q.  You  have  seen  him  write?     A.  Yes ;  I  have  seen  him  write. 

Q.  Isn't  that  his  signature  to  that  voucher  in  your  judgment? 
A.  My  judgment  is  that  it  looks  like  it. 

Q.  You  really  haven't  any  doubt  of  it,  have  you,  in  your  own 
mind?  A.  Well  now  I  wouldn't  like  to  bear  testimony  to  that, 
Mr.  Hughes.     It  looks  very  much  like  his  signature. 

Q.  Well,  do  you  refuse  to  say  whether  youhave  any  doubt  of 
it?  A.  I  will  say  that  I  don't  know.  I  will  admit  that  it  looks 
like  his  signature. 

Q.  I  show  you  this  voucher,  referring  again  to  Exhibit  275, 
and  I  will  ask  you  if  you  know  anything  of  the  ma'tters  recited 
there,  the  receipt  of  $901.15?     A.  No,  sir. 

Q.  Did  you  ever  know  of  George  Plunkett  receiving  any 
money  from  the  Mutual  Life  Insurance  Company?      A.  No,  sir. 

Q.  Or  rendering  any  service  to  the  Mutual  Life  Insurance  Com- 
pany?    A.  No,  sir. 

Q.  Now  I  show  you  a  voucher  purporting  to  be  signed  Edgar 
W.  Roger,  dated  November  7th,  1902.  Is  that  your  signature  ? 
A.  Yes,  sir,  I  should  say  that  that  was  my  signature. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Marked  Exhibit  276  and  read  by  Mr.  Hughes.) 

Q.  Did  you  receive  that  money  from  the  Mutual  Life  Insur- 
ance Company?     A.  I  must  have  done  so. 
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Q.  From  whom  did  you  receive  it  ?     A.  I  have  no  recollection . 

Q.  What  did  you  do  with  it  ?     A.  I  don't  remember. 

Q.  Did  you  ever  receive  at  any  other  time  any  money  from  the 
Mutual  Life  Insurance  Company?  A.  I  have  no  recollection  of 
so  doing. 

Q.  Then  it  was  an  exceptional  case  ?     A.  Apparently  so. 

Q.  What  occasion  had  you  to  receive  money  from  the  Mutual 
Life  and  pay  it  out  for  their  legal  expenses  ?  A.  My  answer 
would  have  to  be  the  same,  Mr.  Hughes,  I  don't  remember. 

Q.  Did  you  ever  talk  with  Mr.  Fields  with  regard  to  the  pay- 
ment of  money  out  for  legal  expenses  of  the  Mutual  Life?  A. 
No,  sir;  I  have  no  recollection  of  so  doing. 

Q.  Will  you  say  that  you  have  not  ?  A.  Yes,  I  will  say  that  I 
have  not. 

Q.  Then  this  money  which  was  received  by  you  and  which  you 
have  stated  in  your  receipt  to  have  been  paid  out  for  legal  serv- 
ices was  received  and  paid  out  without  any  communication  with 
Mr.  Fields  upon  the  subject?     A.  That  is  my  recollection. 

Q.  Well,  now  with  whom  did  you  communicate  ?  A.  I  don't 
remember 

Q.   Did  you  pay  out  this  money  for  legal  services  to-  anybody 

that  is  mentioned  in  the  voucher?     A.  That  is I  will  have 

to  answer  you  again  that  way,  Mr.  Hughes;  I  don't  remember 
the  circumstances. 

Q.  What  do  you  remember  about  it?  A.  I  remember  abso- 
lutely nothing  about  it.  There  is  my  signature ;  there  is  nothing 
more  to  be  said. 

Q.  Is  it  possible  that  a  voucher  has  been  put  in  with  your  sig- 
nature attached  to  it  when  you  had  nothing  to  do  with  the  trans- 
action?    A.  I  don't  believe  that  that  is  so. 

Q.  Now,  that  being  a  case,  as  I  understand  your  testimony, 
by  itself,  you  must  have  some  memory  upon  the  subject  and  we 
would  be  glad  to  know  what  that  is  ?     A.  At  this  time  I  cannot 
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tell  you,  sir.  If  you  wish  me  to  look  the  matter  up  I  will  en- 
deavor to  do  so. 

Q.  Have  you  any  means  of  looking  it  up  ?  A.  I  will  endeavor 
to  refresh  my  memory.     At  this  moment  I  couldn't  tell  you. 

Q.  Did  this  matter  go  through  your  bank  account?  A.  I 
have  no  recollection  of  the  distribution  of  it. 

MR.  STANCHFIELD:  We  will  look  that  up  if  you  desire, 
Mr.  Hughes. 

MR.  HUGHES:  I  should  be  glad  to  have  it  looked  up,  and  I 
shoidd  be  glad  to  have  the  Mutual  Life  Insurance  Company 
produce  the  checks,  if  there  are  any,  covering  the  payment  of 
$901.15  receipted  for  by  George  Plunkett  on  February  20th,  1905, 
and  the  check  for  $1,667.51  receipted  for  by  Edgar  W.  Rogers. 

Q.  Didn't  you  think  it  was  an  extraordinary  thing  that  you 
should  receive  money  to  pay  out  for  legal  expenses  for  the  Mutual 
Life? 

MR.  STANCHFIELD:  What  is  the  date  of  that— pardon  me. 
MR.  HUGHES:  November  7th,  1902. 

A.  That  was  three  years  ago,  Mr.  Hughes. 

Q.  Yes,  I  know  it  was  three  years  ago.  A.  I  don't  remember 
that. 

Q.  Three  years  is  not  so  long  a  time  to  remember  a  transaction 
of  that  sort.  Didn't  you  think  it  was  an  extraordinary  thing 
that  you  should  receive  money  to  pay  out  for  legal  expenses  for 
the  Mutual  Life?  A.  Why  really,  Mr.  Hughes,  I  don't  know 
what  my  thoughts  were,  at  that  time.  This  is  three  years 
later. 
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Q.  You  have  no  recollection  whatever  about  the  matter?  A. 
That  is  the  statement  that  I  have  made. 

MR.  HUGHES:  I  am  informed  that  in  your  books  you  go  by 
the  stamp  in  red  ink  and  not  by  the  date  of  the  voucher  so  that 
the  check  that  I  want  is  the  check  for  this  amount  $1,667.50, 
voucher  dated  November  7th,  1902,  the  stamp  of  the  Committee 
on  Expenditures  is  November  12th,  1902,  and  in  the  case  of 
Plunkett  the  voucher  is  dated  February  20th,  1905,  and  the 
stamp  is  February  28th,  1905. 

Q.  Have  you  any  intimate  friends  among  the  lawyers  of  the 
Mutual  Life?     A.  I  should  say  not. 

Q.  Does  your  business  throw  you  in  contact  with  lawyers? 
A.  Not  to  any  extent;  no,  sir. 

Q.  How  long  have  you  known  Mr.  Stanchfield?  A.  Why,  I 
have  known  Mr.  Stanchfield  about  a  week. 

Q.  Who  suggested  to  you  the  retaining  of  Mr.  Stanchfield  to 
appear  for  you  here?  A.  Why,  I  think  Mr.  Lawrence  suggested 
that  to  me. 

Q.  When  did  you  see  Mr.  Lawrence?  A.  The  last  time  I  saw 
Mr.  Lawrence  was  two  or  three  days  ago. 

Q.  Where  did  you  see  him?     A.  At  his  country  place. 

Q.  Where  is  that?    A.  Greenwich,  Connecticut. 

Q.  Did  you  go  there  and  visit  him?  A.  I  went  there  and  vis- 
ited him. 

Q.  Did  he  give  you  any  idea  when  he  intended  to  come  to  New 
York?    A.  He  did  not. 

Q.  Have  you  had  occasion  to  know  of  any  payments  received 
by  Mr.  Lawrence  from  the  Mutual  Life  for  advertising?'  A. 
Nothing  more  than  the  payment  of  advertising  bills  for  adver- 
tising supplies. 

Q.  That  was  what  was  mentioned  by  Mr.  Norris  in  the  way 


2059 


Testimony  of  Edga/r  W.  Rogers 

of  novelties?  A.  Oh,  yes,  or  little  bits  of  printing,  the  printing 
of  advertising  slips  or  matters  of  that  kind. 

Q.  Have  you  any  recollection  which  will  enable  you  to  state 
approximately  the  amount  of  money  received  by  Mr.  Lawrence 
from  the  Mutual  Life  last  year,  1904?  A.  Why,  I  should  judge 
somewhere  between  three  and  four  hundred  thousand  dollars. 

Q.  How  much  was  received  by  the  Globe  Printing  Company, 
approximately,  from  the  Mutual  Life  in  1904?  A.  Well,  that 
incorporates  both  accounts. 

Q.  That  incorporates  both  accounts?     A.  Yes. 

Q.  How  was  the  total  amount  divided,  roughly?  About 
equally?  A.  I  don't  think  so,  I  don't  think  there,is  any  definite 
provision. 

MR.  STANCHFIELD:  Mr.  Hughes,  there  really  was  no  sig- 
nificance of  the  Globe  Printing  Company.  Mr.  Lawrence  held 
a  chattel  mortgage  on  the  printing  office,  and  as  a  mere  matter 
of  caprice  he  ordered  it  incorporated,  and  had  it  incorporated 
and  the  two  have  been  conducted  just  exactly  as  if  it  was  in  the 
individual  narae  of  Mr.  Lawrence. 

MR.  HUGHES:  That  statement  I  will  be  glad  to  have  noted. 

Q.  Then,  how  does  it  happen,  that  orders  come  now  for  the 
Globe  Printing  Company  and  now  for  Lawrence  ?  I  mean  orders 
from  the  Mutual  Life  ?  A.  Why,  I  don't  know  how  that  is,  sir.  As 
I  recollect  it  the  orders  have  been  made  to  L.  W.  Lawrence. 

Q.  When  did  Mr.  Lawrence  acquire  the  Globe  Printing  Com- 
pany? A.  Oh,  some  five  or  six  years  ago,  approximately.  Pos- 
sibly a  little  longer. 

Q.  Have  you  occasion  to  know  of  the  rates  paid  to  Mr.  Law- 
rence or  the  Globe  Printing  Company  for  work?  A.  I  have  some 
idea. 


2060 


Testimony^  of  Edgar  W.  Rogers 

Q.  Does  that  come  under  your  supervision  ?  A.  I  have  some 
idea  of  the  prices. 

Q.  Do  you  have  anything  to  do  with  checking  ofE.  the  deliv- 
eries that  are  made  under  the  orders  ?     A.  Oh,  no. 

Q.  Does  Mr.  Lawrence  ?     A.  No. 

Q.  Who  does?     A.  Why,  some  of  the  boys. 

Q.  Is  there  any  way  in  the  office  of  Lawrence  &  Company  of 
ascertainirig  that  all  the  goods  ordered  and  paid  for  by  the  Mu- 
tual Life  have  been  delivered?  A.  Why,  I  think  so.  It  is  a  fair 
assumption  that  it  has  been. 

Q.  Suppose  we  wanted  to  examine  into  that,  what  records,  or 
what  persons,  are  there  who  could  give  evidence  on  that  subject? 
A.  Oh,  I  have  no  doubt  that  any  of  the  boys  who  look  after  those 
things  in  the  Shipping  Department  would  be  able  to  do  that. 

Q.  Do  you  keep  a  record  of  shipments?     A.  Yes. 

Q.  And  the  shipments  are  checked  off  on  shipping  tickets? 
A.  That  I  believe  is  the  method. 

Q.  And  are  they  posted  into  some  book?     A.  No. 

Q.  Who  receipts  for  delivery  on  behalf  of  the  Mutual  Life  as  a 
rule?  A.  Why,  probably,  ten  per  cent. — or  ninety  per  cent,  of 
the  goods,  that  are  purchased  by  the  Mutual  Life  for  their  ac- 
count are  shipped  direct. 

Q.  To  whom?     A.  Why,  to  the  various  agents. 

Q.  I  see.     On  their  order?     A.  On  their  order. 

Q.  And  then  of  course,  you  have  shipping  receipts?  A.  Why, 
we  ought  to. 

Q.  You  say  ten  per  cent,  or  ninety  per  cent.  ?  A.  Ninety  per 
cent. 

Q.  Ninety  per  cent.?     A.  Yes  sir. 

Q.  And  only  about  ten  per  cent,  is  delivered  directly  at  the 
home  office  of  the  company?  A.  Those  are  approximate  figures, 
you  understand.     As  I 
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Q.  Oh,  yes,  of  course.  Roughly.  A,  Roughly  speaking,  yes,, 
sir. 

Q.  Have  you  books  of  Lawrence  &  Company,  or  files,  contain- 
ing the  orders  showing  the  prices  of  the  various  goods  ordered, 
and  their  amounts?  Have  you  such  files  in  Lawrence's  office? 
A.  No,  I  think  not. 

Q.  What  do  you  keep  which  shows  the  orders  received  and 
filled,  I  mean  orders  for  the  Mutual  Life?  A.  Orders  for  the 
Mutual  Life  ?  Why  the  orders  for  the  Mutual  Life  are  kept  in  a 
card  system. 

Q.  What  do  those  cards  contain?  A.  Contain  our  informa- 
tion, the  description  of  the  material  used  in  the  manufacture  of 
whatever  the  order  may  be. 

Q.  Do  they  show  the  particular  orders  received  ?  Suppose  you 
get  an  order  for  ten  thousand  envelopes  and  letter  heads,  is  that 
entered  upon  that  card  index  ?  A.  That  is  entered  on  our  card 
index. 

Q.  Then  are  these  posted  into  some  book?  A.  They  are 
charged  into  a  sales  ledger. 

Q.  So  you  have  a  sales  ledger  showing  your  transactions  with 
the  Mutual  Life?     A.  I  presume  we  have. 

Q.  if  you  will  bring  that  down,  I  will  excuse  you  for  the  mo- 
ment.    A.  Very  good.     Do  you  want  to  make  any  statement? 

MR.  STANCHFIELD:  No. 

WILLIAM  M.  CARPENTER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Where  do  you  live,  Mr.  Carpenter?  A.  I  hve  at  Ossining, 
New  York. 
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Q.  What  is  your  occupation?  A.  I  am  a  clerk  in  the  Mutual 
Life  Insurance  Company. 

Q.  In  what  department?     A.  In  the  supply  department. 

Q.  What  do  you  do  there?  A.  I  am  under  the  direction  of 
Mr.  Fields,  the  head  of  the  department,  and  do  whatever  he 
directs  me  to. 

Q.  What  in  practice  do  you  do,  what  is  your  regular  routine 
of  duty?  A.  I  attend  the  of&ce  every  day  that  he  wishes  me 
to  be  there,  if  I  have  to  be  away,  I  follow  his  directions  wherever 
he  directs  me  to  go,  I  go. 

Q.  When  Mr.  Fields  is  not  there  who  is  in  charge  to  give  you 
directions?  A.  Well,  I  take  no  directions  from 'anybody  except 
Mr.  Fields. 

Q.  What  are  you  doing  now,  for  example,  in  his  absence?  A. 
I  am  attending  the  office  every  day,  and  in  any  way  that  I  can 
assist  or  aid  in  the  department  work  I  do  so. 

Q.  How  long  have  you  known  Mr.  Fields?  A.  I  have  known 
him  seventeen  years. 

Q.  What  is  your  age ?     A.  37. 

Q.  When  you  first  met  him  had  you  any  business  relations 
with  him?     A.  No,  sir, 

Q.  When  did  you  come  into  any  business  relations  with  him? 
A.  Practically  when  I  joined  the  company,  when  I  was  employed 
by  the  company. 

Q.  When  was  that?    A.  In  1888. 

Q.  Well,  that  is  seventeen  years  ago?     A.  Yes,  sir. 

Q.  So  you  first  met  him  when  you  joined  the  company?  A. 
Yes. 

Q.  Did  you  join  the  company  through  his  assistance  or  at  his 
instance?    A.  No. 

Q.  Who  got  you  the  place  ?  A.  The  party  that  I  have  always 
credited  my  position  to  was  Mr.  Benning.  Mr.  Benning  was  in 
the  insurance  department. 

2063 


Testimony  of  William  M.  Carpenter 

Q.  Have  you  been  under  Mr.  Fields  ever  since  you  have  been 
in  the  company?     A.  Barring  six  months. 

Q.  And  at  that  time  where  were  you?  A.  In  the  medical 
department.     I  first  went  with  the  medical  department. 

Q.  Where  is  Mr.  Fields  now?     A.  I  don't  know. 

Q.  Where  did  you  last  see  him?  A.  I  last  saw  Mr.  Fields  and 
talked  with  him  on  the  ist  of  October. 

Q.  Where  was  he  then?     A.  In  the  city  of  Kingston. 

Q.  What  was  he  doing  there?  A.  He  was  in  a  house  that  he 
had  rented  at  Kingston,  and  he  was  in — I  don't  know  that  he 
was  doing  anything,  but  I  can  say  he  was  in  poor  health  at  the 
time  I  saw  him. 

Q.  Where  was  that  house,  what  was  the  address?  A.  I  don't 
know  the  number,  but  it  was  on  Albany  Avenue,  Kingston,  New 
York. 

Q.  Was  he  running  the  house  ?     A.   He  rented  it,  yes,  sir. 

Q.  How  far  was  it  from  the  bridge  on  Albany  Avenue?  A. 
That  I  don't  know,  I  am  not  acquainted  with  Kingston.  I  was 
only  there  once.  That  was  the  only  time  I  was  ever  in  Kings- 
ton.    I  might  add  that  it  was  known  as  the  Otis  Place. 

Q.  Oh,  the  Otis  Place?     A.  Yes 

Q.  Did  you  go  there  at  his  request?     A.  I  did,  sir. 

Q.  Did  he  talk  with  you  about  his  intention  to  take  a  trip? 
A.  He  did. 

Q.  Did  he  say  when  he  intended  to  start?  A.  His  intention 
then  was  to  start  as  soon  as  he  could  get  away. 

Q.  And  he  told  you  where  he  intended  to  go?     A.  Yes,  sir. 

Q.  Where  did  he  say?     A.  To  California. 

Q.  Did  he  tell  you  what  part  of  California  he  expected  to'go 
to?     A.  Only  in  a  general  way,  the  southern  part  of  Cahfornia. 

Q.  Did  he  talk  with  you  about  this  investigation?  A.  No,  he 
did  not. 

Q.  It  was  not  mentioned  at  all?     A.  No,  it  was  not. 
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Q.  Or  about  his  presence  as  a  witness  being  desired ?  A.  No, 
sir. 

Q.  Nothing  of  thatj  sort]  came"up  ?  A.  No,  sir,  nothing  came 
up. 

Q.  Is  that  your  signature ?     A.  Yes,  sir,  that  is  my  signature. 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  277  and  read  by  Mr.  Hughes.) 

Q.  Did  you  get  that  money  from  the  Mutual  Life  Insurance 
Company?     A.  I  did,  yes,  sir. 

Q.  What  occasion  had  you  to  get  money  from  the  Mutual  Life 
for  legal  expenses  ?  A.  That  money  was  used  by  me  and  received 
by  me  for  expenses  in  connection  with  the  house  maintained  at 
Albany. 

Q.  What  is  the  house  maintained  at  Albany?  A.  The  street 
address  ? 

Q.-  No Well,  yes,  give  the  street  address?     A.  It  is  616 

Madison  Avenue. 

Q.  How  long  has  that  house  been  maintained  at  Albany?  A. 
That  house  has  been  maintained  by  us  for  the  last  four  years. 

Q.  When  you  say  by  us  to  whom  do  you  refer  ?  A.I  refer  to 
the  Company. 

Q.  In  what  way  has  the  Mutual  Life  maintained  it?  A.  Mr- 
Fields  directed  me  to  take  a  lease  of  the  house. 

Q.  Did  you  do  so?     A.  I  did. 

Q.  Did  you  take  it  in  yourname  ?     A.  Yes. 

Q.  That  was  four  years  ago?  A.  The  present  house  was  four 
years  ago. 

Q.  How  long  a  lease  was  that?  A.  To  the  best  of  my  knowl- 
edge and  memory  now  it  was  for  a  year. 

Q.  And  has  it  been  renewed  from  year  to  year  ?     A.  Yes. 
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Q.  What  was  the  rental?     A.  The  rental  was  $900. 

Q.  Was  there  a  former  house  which  you  had  or  Mr.  Fields  had 
prior  to  that  time  ?     A.  Yes. 

Q.  Where  was  that  house?  A.  Previous  to  that  it  was  at  28 
Willett  Street. 

Q.  You  took  a  lease  of  that  house?  A.  I  think  I  did.  I  am 
not  sure  as  to  that. 

Q.  For  how  long  was  the  house  maintained  in  Willett 
Street?     A.  One  year. 

Q.  Had  there  been  a  house  maintained  by  the  Company  prior 
to  that  time?     A.  Yes. 

Q.  Where  was  that  house?  A.'lTo  my  memory  now  I  think  it 
■was  Lark  Street. 

Q.  How  long  had  that  house  been  maintained?  A.  For  a 
year. 

Q.  Did  you  take  the  lease  ?     A.  Yes. 

Q.  Was  there  a  house  previous  to  that  maintained  by  the 
Company?    A.  Yes. 

Q.  Where  was  that?  A.  If  I||can  remember  correctly  I  think 
it  was  16  Dove  Street. 

Q.  For  how  long  was  that  maintained?     A.  For  one  year. 

Q.  Was  there  a  house  prior  to  that?     A.  Yes,  sir. 

Q.  Where  was  that?     A.  The  same  house  in  Lark  Street. 

Q.  For  how  long  was  that  maintained  ?     A.  For  one  year. 

Q.  Was  there  one  before  that  ?     A.  Yes,  sir. 

Q.  What  was  that?     A.  That  was  25  Lancaster  Street. 

Q.  Did  you  have  to  lease  that?  A.  I  am  in  doubt  as  to 
that. 

Q.  Either  you  or  Mr.  Fields?     A.  Yes. 

Q.  For  how  long  a  time?     A.  One  year. 

Q.  Well  for  how  long  a  time  has  there  been  a^house  maintained 
by  the  Mutual  Life  in  Albany?  A.  To  my  knowledge  since  I 
bave  been  with  Mr.  Fields  in  Albany. 
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Q.  How  long  wasthat?  A.  In  the  winter  of  1895  or  1896 — 
1895  I  think  it  was  that  I  went  with  him. 

Q.  Was  that  the  first  year  that  Mr.  Fields  took  a  house  in 
Albany?  A.  To  my  knowledge,  yes,  sir.  Pardon  me,  I  may  not 
be  correct  there,  but  as  far  as  I  can  remember  that  is  the  first 
house  I  heard  of.  He  possibly  had  a  house,  the  year  before  but 
I  am  not  sure  of  it. 

Q.  Who  paid  the  rent  for  these  houses,  those  that  you  have 
mentioned?     A.  I  did,  sir. 

Q.  And  from  what  source  did  you  get  the  moneys?  A.  I  got 
it  from  Mr.  Fields  or  under  Mr.  Fields'  direction. 

Q.  Got  it  from  the  Mutual  Life?     A.  Got  it  from  the  Mutual' 
Life. 

Q.  On  vouchers  charging  the  matter  to  legal  expenses?  A.  I 
believe  so. 

Q.  Who  lived  with  Mr.  Fields  in  these  houses  in  Albany?  A. 
Specify  any  one  time  or — — 

Q.  Well,  take  the  various  Jiimes  to  which  you  have  referred. 
State  it  in  your  own  way,  whether  he  lived  alone  or  with  others 
and  who  the  others  were  at  the  various  times?  A.  The  house- 
hold generally  was  constituted  by  Mr.  Fields  and  myself  and  Mr. 
Mullaney  and  a  butler ;  his  name  was  Butler,  and  then  there  was 
in  the  house  also  Mrs.  Mullaney,  who  was  Mr.  MuUaney's  wife,. 
arid  her  sister  was  the  cook,  and  their  two  children. 

Q.  For  how  long  a  time  during  the  year  did  Mr.  Fields  occupy 
that  house  ?     A.  Well,  while  the  legislature  was  in  session. 

Q.  Who  is  Mullaney?  A.  Mullaney  is  the  party  I  have  men- 
tioned, practically  the  caretaker  of  the  present  house  at  616 
Madison  Avenue. 

Q.  Is  he  employed  by  the  Mutual  Life  Insurance  Company  in 
any  other  way,  that  is  has  he  any  occupation?     A.  No,  sir. 

Q.  With  the  Mutual  Life  ?  A.  No,  sir,  not  outside  the  Mutual 
Life. 
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Q.  I  mean  has  he  any  place  in  the  home  office  of  the  Mutual 
Life  ?    A.  No,  sir,  I  think  not. 

Q.  Is  it  M.  E.  MuUaney?     A.  M.  E.  Mullaney. 

Q.  I  show  you  a  couple  of  vouchers  and  ask  you  if  those  are 
Mr.  MuUaney's  signatures?     A.  I  believe  they  are. 

MR.  HUGHES:  I  offer  them  in  evidence. 

(Marked  Exhibits  278  and  279  and  read  by  Mr.  Hughes.)  \ 

Q.  For  what  were  those  moneys  paid  ?  A.  I  am  in  doubt  as  to 
that,  the  actual  matters.  They  were  applied  for — I  presume  they 
were  applied  by  Mr.  Mullaney  for  expenses  connected  with  the 
maintenance  of  the  house. 

Q.  Is  Mr.  Mullaney  now  in  Albany  taking  care  of  the  Madison 
Avenue  house?    A.  So  far  as  I  know,  yes. 

Q.  Does  he  remain  in  Albany  the  entire  year?    A.  Yes. 

Q.  And  that  has  been  his  practice  during"  the  years  that  he  has 
been  a  caretaker?    A.  Yes,  sir.* 

Q.  He  .has  no  duties  in  New  York?   .A.  No,  sir. 

Q.  How  much  is  he  paid  per  year?    A.  $900  a  year. 

Q.  And  that  money  is  paid  by  the  Mutual  Life  ?  A.  Paid,  yes, 
sir. 

Q.  And  charged  to  legal  expenses  ?    A.  Yes,  sir. 

Q.  You  have  spoken  of  a  butler  by  the  name  of  Butler.  What 
is  he  paid?    A.  I  don't  know  that. 

Q.  Is  he  paid  by  the  Mutual  Life?    A.  That  I  don't  know. 

Q.  You  have  spoken  of  his  sister,  I  understand,  of  Mrs. 
Mullaney?    A.  Yes,  sir. 

Q.  Who  is  the  cook?    A.  Yes. 

Q.  Is  she  paid  by  the  Mutual  Life  ?    A.  She  is  paid  by  me. 

Q.  And  you  get  your  money  for  that  purpose  from  whom?  A. 
From  Mr.  Fields. 
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Q.  And  that  is  obtained  from  the  Mutual  Life?    A.  Yes,  sir. 

Q.  And  charged  to  legal  expenses?  A.  Yes,  sir,  to  the  best 
of  my  knowledge. 

Q.  Have  you  had  occasion,  from  time  to  time,  to  get  money 
from  Mr.  Fields  to  be  paid  out  in  accordance  with  his  directions  ? 
A.  So  far  as  the  Albany  matter  goes,  for  the  maintenance  of  the 
house. 

Q.  To  what  extent  has  that  gone,  take  for  example  the  matter 
of  supplies  for  the  house,  how  are  those  obtained?  A.  The  bulk 
of  that,  practically  all  of  them  are  bought  in  Albany  by  Mr. 
Mullaney. 

Q.  How  are  they  paid  for?  A.  He  presents  a  bill  to  me  for 
certain  goods  that  have  been  delivered. 

Q.  Where  do  you  get  the  money  to  pay  for  them?  A.  From 
Mr.  Fields. 

Q.  And  they  are  paid  by  the  Mutual  Life?    A.  Paid  by  me. 

Q.  And  you  get  the  moneys  from  the  Mutual  Life?  A.  I  pay 
Mr.  Mullaney. 

Q.  And  they  are  charged  to  legal  expenses?  A.  I  presume  so. 
I  don't  know  that. 

Q.  Are  any  of  these  disbursements  in  connection  with  the 
Albany  house  charged  to  printing  and  stationery?  A.  No,  sir, 
not  to  my  knowledge. 

Q.  I  call  your  attention  to  a  voucher  dated  January  7,  1904. 
Is  that  your  signature?    A.  It  is,  yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  280  and  read  by  Mr.  Hughes.) 

Q.  What  was  that  for,  that  is  what  was  the  money  for?  A.  So 
far  as  I  can  remember  it  was  for  the  same  purpose,  the  main- 
tenance of  the  Albany  house. 
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Q.  Well,  for  what  particular  part  of  the  maintenance  would 
you  get  $725  on  that  day?  A.  If  I  had  in  the  interval  paid  out 
moneys  myself  for  small  amounts  I  would  keep  an  account  of  it 
and  from  time  to  time  would  acquaint  Mr.  Fields  of  it.  I  would 
then  submit  a  voucher  such  as  this,  and  he  would  approve  of  it 
and  it  would  be  approved  by  one  of,  the  executive  ofificers  and  I 
would  get  the  money. 

Q.  Would  you  say,  according  to  your  recollection,  that  this 
amount  'of  $725  was  actually  paid  out  for  or  paid  out  to  you 
to  reimburse  you  for  the  payment  for  supplies  or  rent  or  services 
rendered  in  connection  with  the  Albany  house?  A.  Yes,  sir,  so 
far  as  I  can  remember. 

Q.  What  did  the  expense  of  running  the  Albany  house  amount 
to  per  annum  ?  A.  The  rent  was  $900.  Possibly  the  maintenance 
in  the  way  of  supplies  that  were  ordered  would  amount  to  a 
thousand  dollars,  probably  a  little  over,  from  one  thousand  to 
twelve   hundred  dollars. 

Q.  And  then  the  wages  ?  A.  Yes,  the  wages  of  Mr.  Mullaney 
were  $900.  The  cooks'  wages  were  $20  a  month  as  long  as  we 
were  in  Albany,  which  was  g'enerally  four  months. 

Q.  Making  a  total  of  how  much?  A.  Not  exceeding  $2,500, 
as  far  as  I  can  remember,  in  any  one  year. 

Q.  Did  you  spend  any  large  amount  of  your  time  in  Albany? 
A.  I  spent  practically  all  the  time  that  the  legislature  was  in 
session  in  Albany. 

O.  What  was  your  salary  from  the  Mutual  L'fe?  A.  $2,500. 

Q.  A  year  ?  A.  Yes,  sir. 

Q.  What  did  you  do  when  you  were  in  Albany  during  the 
session?  I  would  go  to  Albany  and  would  attend  every  session 
of  the  Legislature.  I  would  be  in  the  capitol  when  the  Legislature 
was  in  session. 

Q.  What  did  you  do  there?  A.  I  would  make  myself  ac- 
quainted with  the  bills  introduced  in  both  Houses,  Assembly  and 
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Senate.  I  would  also  procure  printed  copies  of  the  bills  when 
they  came  from  the  printers. 

Q.  Well,  and  what  else  ?  A.  I  would  keep  a  file  of  the  bills 
in  the  Albany  house,  and  also  a  file  of  bills  in  the  office  in 
New  York. 

Q.  What  else?  A.  I  would  acquaint  Mr.  Fields  with  the 
facts  in  connection  with  what  bills  were  introduced  and  the 
position  of  bills. 

Q.  Did  you  meet  any  members  of  the  Legislature?  A.  I 
possibly  have  met  members,  undoubtedly. 

Q.  T)id  not  you  regularly?    A.  Yes,  sir. 

Q.  And  also  members  of  the  Insurance  Committee?  A. 
Yes. 

Q.  And  other  persons  interested  in  legislation?  A.  Un- 
doubtedly. 

Q.  Did  yo«  meet  Andrew  Hamilton  from  time  to  time?  A. 
I  have  met  Andrew  Hamilton. 

Q.  You  know  him  very  well,  don't  you?  A.  No,  sir; 
I  do  not.     I  only  have  a  speaking  acquaintance  with  him. 

Q.  Did  you  meet  Mr.  Buckley?     A.  Yes,  sir. 

Q.  Did  he  have  anything  to  do  with  insurance  matters? 
A.  Not  to  my  knowledge  specifically.  I  knew  he  was  inter- 
ested in  insurance. 

Q.  Did  you  know  that  he  represented  any  company?  A. 
No. 

Q.  Or  had  anything  to  do  in  looking  after  matters  of  legis- 
lation?   A.  No. 

Q.  Who  were  among  the  most  frequent  visitors  at  this 
house  maintained  by  the  company  at  Albany?  A.  I  can  say 
there  were  very  few  visitors.     It  was  an  exception. 

Q.  Did  you  ever  see  Eugene  Wood?  A.  I  do  not  recollect, 
possibly  I  have  seen  him  in  the  house. 
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Q.  There  isn't  any  doubt  about  that  that  he  was  there  ?  A. 
I  can  say  most  of  my  time  was  spent  out  of  the  house. 

Q.  Were  you  there  in  the  evenings?  A.  Part  of  the  eve- 
ning. 

Q.  Did  you  ever  see  Mr.  Dinkelspiel  in  the  house?  A. 
Maybe  I  have. 

Q.  Well,  you  did  frequently,  didn't  you?  A.  I  may  have, 
yes. 

Q.  Were  not  Mr.  Wood  and  Mr.  Dinkelspiel  there  a  great 
deal  of  the  time  ?    A.  No,  they  were  not.     That  is  a  fact. 

Q.  (Handing  papers.)  Didn't  you  meet  either  of  these 
gentlemen  at  the  house?     A.  No,  sir,  never. 

Q.  Never?     A.  Never. 

THE  CHAIRMAN :  Mr.  Hughes,  may  the  Committee  see 
that  memorandum? 

MR.  HUGHES:  Certainly.  (Handing  paper  to  the  Com- 
mittee.) 

Q.  Did  you  ever  see  Mr.  McClelland  there?    A.  Yes,  sir. 

Q.  Was  he  there  frequently?  A.  I  might  state  that  he 
was  a  member  of  the  household  one  year. 

Q.  In  what  sense  a  member  of  the  household?  A.  He  re- 
sided there.     He  slept  there. 

Q.  What  year  was  that?     A.  In  1903. 

Q.  Was  that  while  he  was  in  the  Senate  ?    A.  Yes,  sir. 

Q.  Were  his  expenses  at  the  house  paid  by  the  Mutual  Life? 
A.  I  don't  know  as  to  that. 

Q.  Did  he  pay  for  his  share  of  the  support  of  the  house? 
A.  I  don't  know.     I  never  heard. 

Q.  Not  to  you?    A.  No,  sir. 

Q.  You  paid  for  all  the  supplies  of  the  house?    A.  Yes. 
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Q.  You 'never  received  any  money  from  him?     A.  No. 

Q.  Or  on  his  behalf?    A.  No,  sir. 

Q.  Who  else  was  a  member  of  the  household  there  at  any 
time?  A.  I  have  answered  no  when  you  said  on  his  behalf. 
I  don't  know  as  to  that.  I  received  the  money  from  Mr. 
Fields. 

Q.  You  got  the  money  from  Mr.  Fields?  A.  Yes.  He  did  not 
indicate  whether  or  not  it  was  on  Mr.  McClelland's  behalf. 

Q.  Did  you  ever  see  Mr.  Graney  there?    A.  Yes. 

Q.  Was  he  ever  a  member  of  the  household?    A.  Yes,  sir. 

Q.  When  was  he  a  member  of  the  household  ?  A.  I  cannot 
recollect  exactly  when  he  was  a  member  of  the  household, 
but  it  was  during  the  year — one  year  when  he  was  an  Assem- 
blyman and  also  when  he  was  a  Senator. 

Q.  Did  you  ever  see  Mr.  McCarren  there?     A.  No,  sir. 

Q.  Do  I  understand  that  Mr.  Graney  was  there  when  he 
was  in  the  Legislature  in  the  same  way  that  Mr.  McClelland 
was?    A.  Yes,  sir. 

Q.  That  is,  lives  there  during  the  session  of  the  Legislature? 
A.  Yes. 

Q.  And  you  never  received  any  money  from  him  ?  A.  Not 
to  my  knowledge. 

Q.  So  far  as  you  know,  he  never  contributed  to  his  sup- 
port there?  A.  As  I  have  said,  I  don't  know  what  he  did 
with  Mr.  Fields.  Mr.  Fields  never  indicated — I  might  state 
in  connection,  Mr.  Hughes,  sir,  probably  the  reason  for 
McClelland  and  Graney  being  members  of  the  household  they 
were  neighbors  of  Mr.  Fields  at  Dobbs  Ferry,  and  I  believe 
it  was  at  his  invitation  that  they  were  members  of  the  house- 
hold. 

O.  Oh,  yes,  they  were  long-time  friends  of  his.     A.  Yes. 

Q.  Were  they  on  the  Insurance  Committee,  when  they 
were  members  of  the  Legislature?    A.  I  don't  recollect  the 
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make-up  of  those  committees.  I  would  have  tc  refresh  my 
memory  on  that. 

Q.  If  you  will  think  for  a  moment,  go  back  to  the  year  1903, 
A.  Mr.  McClelland  was  a  member  in  1903. 

Q.  And  during  that  time  was  living  in  this  house?    A.  Yes. 

Q.  Is  the  same  true  of  Mr.  Graney?  A.  As  far  as  I  can 
recollect  I  think  he  was  a  member  of  the  Insurance  Committee. 
I  am  not  sure  of  that. 

Q.  He  was  in  the  Senate,  was  he?    A.  Yes. 

THE  CHAIRMAN :  He  was  first  in  the  Assembly  and  then  in 
the  Senate. 

Q.  Was  Mr.  Graney  first  in  the  Assembly  and  then  in  the 
Senate?    A.  Yes. 

Q.  When  was  he  in  the  Assembly?  A.  I  cannot  recall  the  year. 
I  would  have  to  refresh  my  memory.  I  cannot  recall  when  he 
was,  whether  it  was  1899  or  1900,  I  am  not  sure,  but  it  was  in 
that  neighborhood. 

Q.  Was  he  on  the  Insurance  Committee  of  either  of  these 
bodies?    A.  I  believe  he  was 

Q.  Of  both?    A.  I  am  not  positive,  I  am  not  sure. 

Q.  What  other  members  of  the  Insurance  Committee  of  either 
house  have  you  seen  at  this  house  maintained  in  Albany  ?  I  don't 
recollect  having  seen  anybody  outside  of  the  names  that  have 
teen  mentioned. 

Q.  I  have  produced  some  vouchers  here  signed  by  you.  Are 
you  able  to  recall  there  being  other  vouchers  of  the  same 
character  ?    A.  I  don't  recollect  any  now,  I  cannot  say. 

Q.  I  mean  as  to  whether  it  was  a  practice  for  you  to  sign 
vouchers  in  that  form  from  time  to  time.  A.  In  some  instances, 
tut  more  often,  Mr.  Fields  would  inquire  how  many  bills  I  had 
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in  my  hand,  and  the  amount  of  money  I  required  and  would  re- 
imburse me. 

Q.  \\"ho  suggested  to  you  that  you  should  sign  a  voucher  for 
the  payment  of  expenses  incurred  in  running  this  house,  in  the 
form  in  which  this  voucher,  Exhibit  277,  appears,  that  is,  paid  for 
legal  services?  A.  I  never  was  informed,  but  it  always  was  my 
impression  that  all  those  expenses  were  charged  to  legal  expenses. 

Q.  Who  directed  that,  you  did  not  originate  that.  I  mean,  you 
did  not  originate  this  form  of  voucher.  It  was  not  your  idea  that 
it  should  be  treated  as  a  legal  expense.  Some  one  instructed  you 
to  put  it  in  that  form  ?    A.  Well,  I  don't  understand  that  exactly. 

Q.  Did  you  draw  up  this  voucher  yourself?     A.  Yes,  sir. 

Q.  Is  the  body  of  it  in  your  handwriting?  A.  That  is  in  my 
handwriting,  yes. 

Q.  The  words,  "Amount  paid  for  legal  services,  company  busi- 
ness?"    A.  Yes,  that  is  my  writing. 

Q.  Who  told  you  to  put  it  in  that  form?  A.  So  far  as  I  can 
remember,  at  the  direction  of  Mr.  Fields,  and  all  our  expenses 
were  incurred  in  that  way. 

Q.  And  similarly,  in  the  other  voucher.  Exhibit  280,  is  the  body 
■of  that,  paid  out  for  professional  services  and  disbursement,  in 
your  handwriting?     A.  Yes,  sir. 

Q.  Did  you  make  that  out  at  Mr.  Fields'  request  in  that  form? 
A.  Probably,  I  generally  did. 

Q.  Or  did  you  that  without  communicating  with  him?  No, 
under  Mr.  Fields'  direction,  everything. 

Q.  In  other  words,  is  this  a  matter  of  routine  to  make  out  the 
voucher  for  legal  expenses,  or  is  it  a  matter  as  to  which  you  had 
a  special  direction?    A.  No  special  directions. 

Q.  That  was  the  regular  routine  of  the  business  ?    A.  Yes. 

Q.  These  vouchers,  Exhibit  278  and  279,  signed  by  Mr.  Mull- 
aney,  are  the  bodies  of  those  vouchers  in  your  handwriting?  A. 
Yes  sir,  they  are. 
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Q.  How  would  you  happen  to  give  to  Mr.  Mullaney  a  check, 
or  not  a  check,  but  the  money  to  the  extent  of  two  hundred  and 
seventy-five  dollars,  was  not  he  paid  by  the  month?  A.  Himself, 
his  services  were  paid  by  the  month.  » 

Q.  What  occasion  was  there  for  two  hundred  and  seventy-five 
dollars  being  paid  to  him?  A..  I  cannot  recall  what  the  exact 
items  were  for,  but  they  were  for  moneys  he  had  paid  out  and 
disbursed. 

Q.  Did  he  disburse  moneys?  A.  He  disbursed  moneys  on 
my 

Q.  For  what  purpose?  A.  For  the  maintenance  of  the  house, 
nothing  outside  of  that. 

Q.  Do  you  mean  for  supplies  and  so  forth?    A.  Yes. 

Q.  I  thought  you  disbursed  those  moneys?  A.  I  disbursed 
moneys  and  also  some  money  he  paid  out  in  that  way. 

Q.  You  would  disburse  sometimes  directly  and  sometimes  re- 
imburse him?    A.  Yes,  sir. 

Q.  Who  paid  the  wages,  did  Mr.  Mullaney  pay  the  wages  of 
the  cook  and  butler,  or  did  you?  A.  I  did — I  did  not  pay  the 
butler,  only  the  cook. 

Q.  You  have  said  that  the  expenses  of  maintaining  this  house 
amounted  to  approximately  twenty-five  hundred  dollars  a  year, 
pr  did  not  exceed  that.  Did  you  ever  mention  the  fact  that 
the  house  was  being  maintained,  to  any  officer  of  the  company? 
A.  I  cannot  recall  that  I  ever  did  personally. 

Q.  Was  it  known  to  the  officers  of  the  company?  A.  As  to 
that  I  don't  know. 

Q.  Did  any  of  the  officers  of  the  company  ever  have  any  talk 
with  you  in  regard  to  the  house?  A.  I  don't  recollect  that  they 
ever  did. 

Q.  Speak  to  you  in  any  way  about  it?  A.  No. 

Q.  Did  you  rent  in  each  case  a  furnished  house?  A.  In  some 
cases  it  was  partially  furnished. 


•2076 


Testimony  of  William  M.  Carpenter 

Q.  Take  the  last  house,  is  that  a  furnished  house?  A.  That 
was  not  furnished,  no,  sir. 

Q.  The  house  on  Madison  Avenue?    A.  Yes. 

Q.  Who  furnished  it?  A.  It  was  furniture  that  we  had  moved 
from  different  houses. 

Q.  Who  bought  the  furniture  originally?  A.  I  presume  Mr. 
Fields. 

Q.  Paid  for  by  the  company?     A.  That  I  don't  know. 

Q.  Paid  for  through  you?  A.  I  don't  know  as  to  that. 
Some  of  it  possibly  was  bought  through  me,  but  the  large 
part  of  it  was  there  when  I  went  with  Mr.  Fields. 

Q.  How  much  money  did  you  receive,  all  told,  through  Mr. 
Fields  in  1904?     A.  I  could  not  say. 

Q.  Well,  approximately?  A.  I  don't  believe  I  received  any 
sum  exceeding  twenty-five  hundred  dollars.  Probably  under. 
It  was  exactly  the  amount  that  was  expended  on  the  hous6. 
No  other  moneys  were  received  by  me. 

Q.  Did  you  ever  receive  any  other  moneys  except  those, 
expended  on  the  house?     A.  No.  3 

Q.  Did  you  ever  pay  any  moneys  in  connection  with  any 
matters  of  legislation?     A.  No. 

Q.  Did  you  ever  receive  any  moneys  to  pay  out  for  that 
purpose?    A.  No. 

Q.  Did  you  ever  get  any  moneys  in  connection  with  matters 
of  legislation  apart  from  your  own  salary?     A.  No. 

Q.  Then  you  were  paid  no,  extra  compensation  for  your 
work  in  Albany?    A.  None  whatever. 

Q.  I  refer  now,  not  only  to  moneys  coming  into  your  hands 
for  which  you  would  render  a  voucher  in  the  manner  here 
disclosed,  but  to  moneys  vouchered  for  by  any  other  person 
as  well?    A.  No,  sir. 

Q.  You  mean  to  say  absolutely  that  nothing  ever  went 
through  your  hands  except  in  connection  with  the  mainten- 
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ance  of  the  house?  A.  In  only  one  instance  do  I  recall  that. 
That  is,  a  party  who  was  a  stenographer  and  typewriter,  he 
rendered  a  voucher  similar  to  what  I  have  or — to  what  you 
have  indicated,  with  my  signature  on  that,  and  I  received  that 
money  and  paid  it  tp  him  from  that  voucher. 

Q.  Did  }'0u  ever  act  on  Mr.  Fields'  behalf  in  carrying  any 
money  to  any  person?     A.  No. 

Q.  Did  you  ever  know  of  any  money  being  paid  by  Mr. 
Fields  to  anyone  in  Albany?     A.  No. 

Q.  Never  heard  of  anything  of  the  sort?     A.  No. 

Q.  Did  you  ever  know  of  any  money  being  paid  to  Mr.  Ham- 
ilton?    A.  No. 

Q.  Or  Mr.   Buckley?     A.  No. 

Q.  Or  Mr.  Wood?    A.  No. 

Q.  Or  Mr.  Dinkelspiel?  A.  No. 
'  Q.  At  times  when  insurance  matters  were  up  in  the  Legis- 
lature were  they  discussed  in  this  house?  A.  They  were  not 
discussed  any  further  than  that  Mr.  Fields  would  ask  me  for 
information  concerning  bills  and  their  position  and  the  general 
subject. 

Q.  Did  ^Ir.  Fields  entertain  members  of  the  Legislatui'e  at 
the  house  ?     A.  Never. 

Q.  Never?     A.  Never. 

Q.  Give  dinner  parties  there  ?     A.  Never. 

O.  Did  he  ever  have  members  of  the  Legislature  drop  in 
to  talk  matters  over?     A.  No. 

Q.  Or  any  of  the  gentlemen  I  have  mentioned?  A.  Not  to 
my  knowledge.  Mr.  Wood,  as  you  have  said,  may  have 
stopped  in,  but  I  cannot  absolutely  prove  that  because  it  was 
not  of  my  own  knowledge. 

Q.  AVere  not  lawyers  of  the  Mutual  Life  in  the  habit  of 
visiting  this  house  in  Albany?     A.  They  have  on  occasion. 

O.  Did  you  ever  see  Mr.  Short  there?    A.  Yes,  sir. 
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Q.  Frequently?    A.  Not  very  frequently. 

Q.  Well,  how  often  and  when?  A.  I  recall  only  one  in- 
stance that  Mr.  Short  was  up  there.  He  was  alone  at  that 
time.     There  was  nobody  with  him. 

Q.  When  was  that?  A.  That  was  at  the  time  of  the  hear- 
ing on  the  bill  before  the  Committee,  as  far  as  I  can  remember 
it,  I  think  on  what  was  known  as  the  Brackett  Bill. 

Q.  Last  Spring?    A.  Yes. 

Q.  You  mean  the  Brackett  Bill  to  repeal  Section  56  of  the 
Insurance  Law?     A.  I  believe  so. 

Q.  Was  considerable  attention  given  by  the  Mutual  Life 
Insurance  Company  to  that  matter?  A.  Not  necessarily,  no, 
sir;  not  to  my  knowledge. 

Q.  What  attention  was  given  to  it,  who  were  retained  by 
the  Mutual  Life  in  connection  with  that?  A.  I  don't  know 
as  to  that. 

Q.  Didn't  you  meet  any  one  but  Mr.  Short  in  connection 
with  it?     A.  No,  sir. 

Q.  Did  you  ever  see  any  other  lawyers  of  the  Mutual  Life  at 
this  house?    A.  No,  sir. 

Q.  Did  lawyers  of  the  Mutual  Life  ever  meet  anybody  else 
at  this  house?     A.  No. 

Q.  Was  Mr.  Fields  in  constant  attendance  there  during  the 
legislative  session  ?    A.  Not  all  the  time. 

Q.  How  much  of  the  time?  A.  Well,  that  was  not  always 
regular.  It  was  somewhat  irregular.  His  health  to  my  knowl- 
edge has  been  impaired  for  a  great  many  years. 

Q.  How  much  of  the  last  session  was  he  in  Albany?  A. 
Well,  I  am  in  doubt  as  to  that.  I  could  not  say  definitely  what 
time  he  was  there.  He  might  get  in  on  Tuesday  and  he  would 
leave  on  Wednesday,  but  it  was  very  uncertain.  He  was  not 
there  all  the  time. 

Q.  Well,  I  don't  know  but  what  my  question  has  covered 
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it.  During  the  last  year  was  any  one  a  member  of  his  house- 
hold in  the  way  that  Senator  McClelland  and  Senator  Graney 
formerly  were?     A.  No. 

Q.  Or  during  the  last  five  years — well,  since  1903  ?  A.  No, 
sir. 

Q.  Do  I  understand  that  when  Mr.  Fields  was  not  there, 
aside  from  the  people  who  were  maintaining  the  house,  you 
were  the  only  occupant?     A.  Yes,  sir. 

Q.  Was  Mr.  Fields  there  during  the  last  session  on  an 
average  of  only  a  day  or  two  a  week  ?  A.  Well,  that  does  not 
follow.     I  could  not  prove  that. 

Q.  Was  he  there  particularly  when  insurance  matters  were 
up?     A.  Not  necessarily. 

Q.  Or  did  he  represent'  other  corporate  interests  ?     A.  No. 

Q.  He  represented  no  interest  but  insurance?  A.  Not  to 
my  .knowledge. 

Q.  Did  he  represent  any  company  besides  the  Mutual  Lite  1 
A.  That  is  a  question  I — I  do  not  know  how  I  could  answer 
that,  Mr.  Hughes.  That  is  any  insurance  matters  or  other- 
wise? 

Q.  Yes,  in  insurance  matters?  A.  I  am  not  definite  as  to 
that.     I   am   not   informed. 

Q.  Had  you  seen  representatives  of  other  companies  at  the 
house  in  consultation  with  him?     A.  No. 

Q.  Why  did  you  hesitate  in  answering  that  question?  A. 
Well,  I  cannot  say  as  to  what  he  represented,  what  other 
interests.  I  was  never  informed  technically  what  interests 
he  represented. 

Q.  And  did  you  see  attorneys  for  other  companies  there 
not  insurance  companies?     A.  No. 

Q.  So  far  as  you  know  he  devoted  himself  exclusively  to 
matters  in  which  the  Mutual  Life  had  some  interest?  A.  As 
far  as  I  can  say.     I  know  he  had  spoken  of  matters  generally 
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in  connection  with  insurance,  possibly  not  only  of  the  Mutual 
-Life,  but  what  would  affect  all  insurance  companies. 

Q.  Did  you  keep  an  account  of  your  receipts  and  disburse- 
ments at  Albany?     A.  No. 

Q.  You  never  kept  such  an  account?     A.  No. 

Q.  How  do  you  figure  up  what  you  ought  to  get  for  your 
reimbursements  ?  A.  I  get  it  from  time  to  time,  it  never  runs 
to  any  large  amount. 

Q.  Is  any  account  kept  anywhere  of  the  amounts  received? 
A.  That  I  don't  know. 

Q.  But  you  do  not  keep  it  or  supervise  it  in  any  way?  A. 
No. 

Q.  What  do  you  do  when  you  are  in  New  York,  Mr.  Car- 
penter, when  the  Legislature  is  not  in  session?  A.  I  am  in 
the  supply  department  every  day. 

Q.  You  are  engaged  in  matters  pertaining  to  the  mainten- 
ance of  this  house  and  in  connection  with  legislatures  from 
the  1st  of  January  until  about  the  ist  of  May?     A.  Yes,  sir. 

Q.  Do  you  go  to  Albany  before  the  ist  of  January?  A.  I 
do  not. 

Q.  Do  you  stay  there  after  the  Legislature  adjourns? 
A.  No. 

Q.  Do  you  take  a  vacation  in  the  summer?     A.  Yes. 

Q.  Of  how  long?    A.  An  average  of  three  weeks. 

Q.  Have  you  really  any  definite  occupation  in  connection 
with  the  supply  department,  or  do  you  devote  yourself  really  to 
the  matters  at  Albany  to  which,  you  have  referred  ?  A.  I  assist 
the  other  members  of  the  supply  department  in  any  way  or  do 
anything  I  can. 

Q.  You  are  subject  to  call?    A.  Yes,  sir. 

Q.  Is  it  not  a  fact  that  your  employment  really  has  to  do 
with  the  Albany  house?  A.  I  have  never  considered  it  such, 
not  necessarily. 
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Q.  Do  you  have  any  occasion  to  deal  with  the  people  who 
are  in  the  office  of  the  Superintendent  of  Insurance?  A.  No, 
sir. 

Q.  Did  you  ever  see  any  of  them  at  the  house  ?  A.  No,  sir, 
outside  of  Mr.  Buckley.  Mr.  Buckley  was  at  one  time  con- 
nected with  the  department. 

Q.  When  was  he  connected  with  the  department?  A.  I 
cannot  recollect  the  exact  year. 

Q.  Do  you  know  the  members  of  the  Superintendent  of  In- 
surance's staff?    A.  No. 

Q.  Do  you  know  Mr.  Cunningham?  A.  I  am  acquainted 
with    Mr.    Cunningham. 

Q.  How  long  have  you  known  him?  A.  Practically  for 
the  last  seventeen  years. 

Q.  Known  him  pretty  well,  pretty  intimately?  A.  Yes, 
sir. 

Q.  Where  have  you  seen  him?  A.  From  time  to  time 
when  he  was  in  the  office. 

Q.  Does  he  come  into  the  office  of  the  supply  department 
frequently?     A.  No,  sir. 

Q.  Well,  he  has  said  that  he  goes  in  there  once  in  a  while, 
drops  in.  Did  you  ever  see  him  on  those  occasions  ?  A.  Only 
accidentally. 

Q.  What  business  has  he  with  Mr.  Fields?  A.  None  that 
I  know  of.     I  don't  know  his  connection. 

Q.  Have  you  seen  him  at  Albany?     A.  No. 

Q.  At  no  time?  A.  Well,  I  cannot  say  that.  The  last 
winter,  I  believe,  he  passed  through  Albany  on  a  trip  with 
his  family,  I  saw  him  there,  to  be  absolutely  correct. 

Q.  Where  did  you  see  him  then?  A.  I  think  he  was  stay- 
ing at  the  Ten  Eyck  Hotel. 

'^  Did  you  meet  him  accidentally?    A.  Yes. 
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Q.  Did  you  ever  have  occasion  to  notice  the  visits  of  legislators 
to  the  office  of  the  company  in  New  York?    A.  No,  sir. 

Q.  Has  that  ever  taken  place?  A.  I  don't  recall  any  such 
matter. 

AIR.  HUGHES :  That  is  all,  Mr.  Carpenter. 
BY  MR.  COX : 

Q.  Mr.  Carpenter,  do  you  know  whether  or  not  Mr.  Fields  had 
anything  to  do  with  legislation  in  other  States?  A.  I  do  not; 
no,  sir. 

Q.  You  don't  know  whether  he  had  or  not?    A.  No,  sir. 

Q.  Do  you  know  whether  or  not  the  company  maintains  any 
house  or  similar  place  in  any  other  capitol  or  State  Legislature? 
A.  I  don't  know ;  I  don't  know  anything  about  it. 

Q.  You  don't  know  whether  they  do  or  not?  A.  I  don't  know 
whether  they  do  or  not. 

BY  MR.  HUGHES : 

Q.  I  show  you  a  voucher,  Exhibit  275,  signed  George  Plunkett. 
Do  you  know  anything  about  the  moneys  therein  referred  to  or 
the  circumstances  under  which  that  was  given?  A.  I  do  not,  no, 
sir. 

Q.  Do  you  know  George  Plunkett?  A.  I  know  George  Plun- 
kett as  connected  with  Mr.  Lawrence's  store. 

Q.  You  had  nothing  to  do  with  the  getting  of  this  voucher? 
A.  No,  sir;  no,  sir. 

Q.  Or  with  the  disbursement  of  the  moneys  referred  to?  A. 
No,  sir. 

Q.  I  show  you  a  voucher  for  $1,667.50,  Exhibit  276,  signed  by 
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Edgar  W.  Rogers.  Do  you  know  anything  about  the  retaining 
of  that  voucher?    A.  I  do  not,  sir. 

Q.  Do  you  know  whether  Mr.  Rogers  was  ever  used  for  the 
purpose  of  paying  out  moneys  for  the  Mutual  Life  ?    A.  I  do  not. 

Q.  Or  whether  Plunkett  was  ever  used  for  that  purpose?  A.  I 
do  not. 

Q.  In  whose  handwriting  is  the  body  of  this  voucher,  if  you 
recognize  it?    A.  I  don't  recognize  it. 

Q.  Did  you  ever  have  attention  to  notice  Mr.  Fields'  attendance 
at  National  conventions?  A.  National  conventions?  National 
conventions,  no,  sir. 

Q.  Did  you  ever  arrange  for  a  house  for  him  during  the 
National  convention?     A.  No,  sir. 

Q.  Or  rooms  in  a  hotel  or  anything  of  that  sort?    A.  No,  sir. 

Q.  You  have  never  attended  with  him?  A.  At  national  con- 
ventions, no,  sir. 

Q.  I  mean,  of  course,  national  conventions  by  political  parties 

to  nominate  candidates  for ■     A.  I  attended  one  convention  in 

Buffalo.  Mr.  Fields  was  then  the  member  of  the  State  Com- 
mittee for  his  district. 

Q.  Yes.     A.  And  he  attended  the  convention  in  Buffalo. 

Q.  When  was  that  ?  A.  I  can't  recall  it  now ;  it  was  some 
years  ago — he  took  me  along  as — not  as  in  ^ny  way  connected 
with  the  Mutual  Life  Insurance  Company. 

Q.  Simply  as A.  As  company. 

Q.  As  a  companion?     A.  A  companion,  yes. 

Q.  Did  you  go  with  him  to  St.  Louis  last  year?    A.  No,  sir. 

Q.  Did  he  go?  A.  I  think  not.  I  don't  know  as  to  that 
positively. 

MR.  HUGHES :  If  you  will  remain  under  subpoena,  Mr.  Car- 
penter. If  we  need  you  we  will  send  for  you,  we  will  excuse 
you  for  the  present.     Mr.  McCurdy. 
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RICHARD  A.  McCURDY,  recalled,  testified  as  follows : 
BY  MR.  HUGHES: 

Q.  Mr.  McCurdy,  has  this  house  in  Albany  been  maintained 
with  your  knowledge  ?  A.  No.  I  told  you  yesterday  I  heard 
rumors,  very  exaggerated  rumors  to  that  effect  some  three  or  four 
years  ag'o,  and  I  inquired  into  it,  and  received  information  prac- 
tically the  same  as  has  been  testified  to  here  by  the  several  wit- 
nesses. 

Q.  Then  the  testimony  of  Mr.  Carpenter  is  no  surprise  to  you? 
A.  The  fact  that  Mr.  Fields  hired  a  house  in  Albany  at  an  ex- 
pense of  about  $800,  which  I  was  told  he  shared  with  some  friends 
for  the  purpose  of  avoiding  the  risk  of  illness  in  going  to  hotels, 
he  being  in  infirm  health  himself,  and  as  I  say  the  rent  of  the 
house  was  about  $800,  and  was  shared  by  him  with  some  friends, 
that  I  was  assured  to  be  the  fact,  and  is  in  substance  the  testimony 
given  here  to-day. 

Q.  Is  it  a  surprise  to  you  that  this  house  in  Albany  for  many 
years,  or  a  house  for  many  years  in  different  locations  has  been 
maintained  and  its  supplies  paid  for,  and  the  wages  of  servants 
paid  for  by  the  Mutual  Life  Insurance  Company  and  charged 
to  legal  expenses?    A.  Yes  sir. 

Q.  You  don't  know  that?     A.  No,  sir. 

Q.  And  you  haven't  known  it  at  all?    A.  No,  sir. 

Q.  You  never  heard  of  anything  of  the  sort?  A.  No,  except- 
ing as  I  say  I  heard  these  floating  rumors  at  that  time,  and  in- 
quired into  them. 

Q.  Pardon  me  a  minute,  Mr.  McCurdy. 

MR.  HUGHES :  Mr.  Carpenter,  will  you  step  here.  You  need 
not  take  the  stand,  Mr.  Carpenter,  but  just  stand  where  you  are. 

MR.  CARPENTER,  further  examined  by  Mr.  Hughes,  as 
follows : 
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Q.  Did  you  ever  get  any  moneys  from  Mr.  Short?  A. 
Moneys  from  Mr.  Short? 

Q.  Yes.     A.  No,  sir. 

Q.  Or  any  checks?    A.  No,  sir. 

Q.  Or  any  instructions  to  pay  moneys  on  account  of  Mr. 
Short?    A.  No, -sir. 

Q.  Representing  the  Mutual  Life?     A.  No,  sir. 

Q.  Or  Mr.  Thummel?     A.  No,  sir. 

Q.  Did  you  ever  get  any  moneys  from  any  one  connected 
with  the  Mutual  Life  except  Mr.  Fields?  A.  No,  sir,  only 
through  Mr.  Fields,  or  vouchers  which  are  regularly  author- 
ized and  through  the  cashier. 

(Examination  of  Mr.  McCurdy  resumed  by  Mr.  Hughes.) 

Q.  Well,  how  is  it  possible,  Mr.  McCurdy,  that  this  matter 
of  the  maintenance  of  such  a  house  in  Albany  has  gone  on  for 
a  number  of  years  without  your  knowing  of  the  fact  that  it 
was  maintained  by  the  Mutual  Life?  A.  Because  it  was  all 
under  the  charge  of  Mr.  Short,  of  the  Law  Department,  and 
whatever  arrangements  he  shows  or  saw  fit  to  make,  which 
in  his  opinion  were  justifiable  and  necessary  for  the  service 
of  the  company,  if-  I  had  known  anything  about  it  I  should 
not  have  inquired  into  it,  I  should  have  accepted  that  fact. 
What  are  called  law  expenses  there,  and  are  so  entered,  were 
undoubtedly  so  considered,  justifiable  expenses  connected 
with  the  legal  department  of  the  company  and  were  so  en- 
tered by  Mr.  Short's  orders,  I  assume.  I  don't  know  it  to  be 
the  fact.     I  assume  it. 

Q.  So  far  as  you  know,  did  Dr.  Gillette  or  Mr.  Granniss 
know  anything  about  these  matters  ?  A.  No ;  I  never  talkea 
about  it  with  them.  The  fact  is,  in  a  general  way,  that  in  a 
department  system  of  a   company,  if    a    certain    branch    of 
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business  is  assigned  to  one  department  they  are  expected  to 
look  after  it,  and  unless  their  attention  is  drawn  to  it  by  reason 
of  inefficiency  or  some  other  cause,  why  it  goes  on  from  year 
to  year. 

Q.  Then,  Mr.  Fields  never  came  to  you  and  talked  over 
with  you  what  he  was  doing  in  Albany?    A.  Very  seldom. 

Q.  You  had  occasion  to  know  that  he  was  absent  from  time 
to  time  on  his  visits  to  Albany?     A.  In  a  general  way. 

Q.  We  were  talking  before  the  recess  of  your  interest  in  the 
National  Bank  of  Commerce.  What  was  the  understanding 
between  the  Mutual  Life  and  the  Equitable  as  to  the  advan- 
tages of  the  combinations  which  resulted  in  the  present  Na- 
tional Bank  of  Commerce?  A.  Well,  I  can't  say  specifically 
that  there  was  any  definite  arrangement  come  to.  I  think 
it  was  generally  assumed  that  one  large  and  powerful  bank 
was  better  than  two  or  three  small  ones. 

Q.  Was  it  also  assumed  that  the  deposits  of  the  insurance 
companies  in  this  bank  would  contribute  to  its  size  and  power? 
A.  I  think  that  would  be  a  natural  inference,  although  I  don't 
think  any  agreement  of  any  kind  was  ever  made  about  it. 

Q.  How  was  it  to  the  advantage  of  the  Mutual  Life  Insur- 
ance Company  that  it  should  interest  itself  in  the  establish- 
ment of  a  larger  and  more  powerful  bank  than  the  bank  in 
which  it  was  interested  at  the  time  before  this  consolidation 
was?  A.  Well,  I  should  say  that  one  way — one  very  natural 
way  would  be  that  the  company,  by  the  process  of  the  in- 
creasing of  the  stock  interests,  which  I  have  mentioned,  would 
in  that  way  largely  increase  a  share  interest  in  the  enlarged 
bank,  the  value  of  the  capital  stock  of  which  would  be  very 
likely  to  increase  and  the — so  that  it  would  become  a  much 
larger  item  in  the  assets  of  the  company,  and  if  the  bank 
were  successful  in  proportion  to  its  capital  and  means,  its 
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dividends  would  also  be  likely  to  increase,  and  that  would 
also  inure  to  the  benefit  of  the  stockholders. 

Q.  Then  the  real  object  was  to  benefit  the  stockholders? 
A.  To  benefit,  so  far  as  the  participation  of  the  Mutual  Life 
Insurance  Company  is  concerned,  it  was  to  benefit  the  Mutual 
Life  Insurance  Company. 

Q.  Of  course  as  a  stockholder?    A.  As  a  stockholder. 

"Q.  And  what  would  benefit  the  Mutual  Life'  Insurance 
Company  as  a  stockholder  would,  of  course,  pro  rata,  benefit 
the  other  stockholders?  A.  I  don't  know  but  what  the  other 
stockholders  going  into  it  would  benefit  the  Mutual  Life  as 
much  as  the  Mutual  Life  going  into  it  would  benefit  them. 

Q.  Yes,  according  to  their  propdrtionate  interest?  A.  One 
or  the  other,  yes. 

Q.  Except  there  are  not  many  depositors  with  the  bank  who 
keep  as  large  amounts  on  deposit  on  the  average  as  the  insur- 
ance companies?     A.  I  have  no  knowledge  of  what  the 

Q.  Are  you  a  director  of  the  National  Bank  of  Commerce? 
A.  Yes. 

Q.  It  has  been  shown  here  that  the  balance  of  the  Mutual 
Life  Insurance  Company  with  the  National  Bank  of  Com* 
merce  on  January  2,  1904,  was  $8,306,000,  upwards  of  eight 
millions  on  February  1st,  March  ist,  $7,414,000;  April  ist, 
$10,227,000;  May  2d,  $7,800,000;  June  ist,  $8,510,000;  July  ist, 
$7,722,000;  August  1st,  $6,999,000;  September  ist,  $8,459,000; 
October  ist,  $7,215,000;  November  ist,  $7,621,000.  Will 
you  kindly  explain  whether  these  deposits  were  kept 
with  the  National  Bank  of  Commerce  for  the  purpose 
of  assisting  the  bank  to  do .  a  profitable  business?  A.  Be- 
fore the  adjournment,  Mr.  Hughes,  you  know  when  we  got 
on  to  these  things  I  ventured  to  suggest — excuse  me  if  I  can't 
talk  very  loud,  because  my  throat  will  not  permit  it 

Q.  Certainly.    A.  I  suggested  that  a  better  witness  than  myself 
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■would  be  the  treasurer  of  the  company,  to  whom  all  these  matters 
are  absolutely  familiar,  or  Mr.  Timpson,  the  assistant  cashier,  or 
Mr.  Smith,  the  second  assistant  cashier.  In  compliance  with  your 
request,  we  have  asked  Mr.  Timpson  to  be  here  fortified  with  all 
the.  statistics  that  you  may  wish,  and  he  is  here  now,  and  I  think 
you  will  find  a  much  more  satisfactory  witness  in  Mr.  Timpson 
than  in  myself. 

Q.  We  have  already  had  the  advantage  of  testimony  of 
treasurer  Cromwell  in  regard  to  many  of  these  matters,  and  there 
is  no  question  about  the  facts,  because  we  have  been  furnished 
by  the  company  with  the  details  which  I  have  put  before  you  in 
the  statement.  What  I  want  now  is  a  statement  from  you,  as  a 
responsible  executive  of  the  company,  as  to  the  policy,  so  far 
as  you  had  anything  to  do  with  it,  of  maintaining  this  large 
balance  in  the  National  Bank  of  Commerce.  The  facts  we  have? 
A.  Yes. 

Q.  Now,  I  want  to  know  what  guided  you,  in  determining  you, 
so  far  as  you  did  determine,  the  policy  of  the  company,  in  that 
regard?  A.  I  presume  the  treasurer  and  the  Finance  Committee 
was  governed  by  the  fact  that  the  success  of  the  National  Bank 
of  Commerce,  as  an  institution  in  which  we  were  very  largely  in- 
terested, would  inure  to  the  benefit  of  the  Mutual  Life  Insurance 
Company  pro  rata  to  the  interest  that  it  held. 

Q.  Yes.  A.  And  that,  therefore,  the  company  was  justified  in 
maintaining  out  of  its  large  floating  balance,  which  it  had  to  main- 
tain somewhere — in  maintaining  a  proportionate  amount  of  it  in 
the  corporations  in  whose  prosperity  it  was  vitally  interested — 
I  won't  use  the  word  "vitally,"  but  greatly  interested. 

Q.  And  the  rate  of  interest  allowed  on  these  large  balances  was 
regularly  two  per  cent,  if  I  remember  rightly  ?  A.  Whatever  the 
going  rate  was. 

Q.  Was  it  not  possible  for  the  Mutual  Life  to  keep  a  very  large 
part    of    the    money    which    has    been    on    deposit    with    the 
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National  Bank  of  Commerce  loaned  out  at  more  profitable  rates? 
A.  I  assume  not. 

Q.  Well,  have  you  knowledge  on  that  point  which  will  enable 
you  to  say  that  it  was  more  profitable  apart  from  assumption? 
A.  Very  little.  I  told  you  that  my  participation  in  the  financial 
affairs  of  the  company  consisted  mainly  as  the  president  of  the 
company  presiding  at  the  meetings  of  the  Finance  Committee, 
and  having  the  benefit  of  the  attendance  there  of  the  treasurer 
and  the  assistant  treasurer,  and  of  those  gentlemen  who  constitute 
the  financial  committee,  the  committee  on  finance,  and  who  direct 
all  investments.    Whatever  they  should  direct  would  be  done. 

Q.  Well,  then,  do  I  understand  that  the  financial  policy  of 
the  company  is  iiot  in  any  sense  dictated  by  you  ?  A.  I  don't  dic- 
tate anything,-.  That  isn't  the  way  the  Mutual  Life  Insurance 
Company   is   run. 

Q.  Then,  also,  you  do  not  effectively  supervise  the  financial 
investments,  but  those  are  handled  with  your  knowledge  and 
approval,  but  not  directly  under  your  responsible  supervision,  by 
the  Finance  Committee  ?    A.  Absolutely,  and  the  treasurer. 

Q.  Do  you  know  that  steps  have  been  taken  to  secure  the  de- 
posits of  the  money  carried  by  your  managers  with  banks  that 
correspond  with  the  National  Bank  of  Commerce  and  to  with- 
draw them  from  other  banks?    A.  I  do  not. 

Q.  Is  this  a  letter  which  has  been  issued  by  your  auditing 
department,  having  that  object  in  view?  A.  This  seems  to  be  a 
press  copy  of  something  which  I  don't  recognize,  but  I  was  going 
to  say  that  I  assume  its  genuineness  because  I  would  approve  of  it 
as  a  very  proper  thing  to  do.  It  is  just  as  well  to  keep  the  bank 
account  with  the  correspondents  of  banks  that  one  is  interested  in 
as  it  is  in  those  that  it  is  not  interested  in,  and  decidedly  more  so. 

MR.  HUGHES: 

Subject  to  correction,  I  offer  this  in  evidence. 
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Q.  And  thetobject  of  that  was  to  have  the  deposits  in  a  bank 
in  which  you  were  interested?  A.  It  was  to  have  the  deposits  of 
the  different  managers  made  in  banks  which  were  correspondents 
of  the  banks  in  which  the  company  was  interested. 

O.  And  thus  contribute  to  the  success  of  the  latter  bank?  A. 
Undoubtedly,  and  for  the  ultimate  benefit  of  the  company  pro  rata 
to  its  interest  in  the  bank. 

Q.  What  is  your  interest  in  the  Guaranty  Trust  Company? 
A.  Have  you  got  it  there? 

MR.  BECK :  You  mean  the  company's  interest  ? 

MR.  HUGHES  :  Oh  no,  I  mean  Mr.  McCurdy 's' interest.  We 
have  the  company's  interest. 

MR.  BECK :  Suppose  I  hand  him  this  and  he  can  give  you  any 
other  that  you  want?     A.  Guaranty  Trust,  200  shares. 

Q.  Has  your  holding  ever  been  greater  than  that?  A.  I  think 
it  has. 

Q.  Have  you  ever  disposed  of  any  shares  that  you  held  in 
the  Guaranty  Trust  Company  to  the  Mutual  Life  Insurance 
Company?    A.  No,  not  one  dollar. 

Q.  For  how  long  a  time  have  you  held  200  shares  ?  A.  Since 
the  organization  of  the  company.  I  think  I  originally  had 
300  shares,  when  the  company  was  organized ;  I  think  I  held 
them  ever  since  until  some  time  or  another  when  I  had  use  for 
money  I  sold  100  shares  in  the  market. 

Q.  Did  you  become  interested  in  the  Guaranty  Trust  Com- 
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pany  before  the  Mutual  Life  Insurance  Company  took  an  in- 
terest in  it?     A.  No. 

Q.  At  the  same  time  ?     A.  At  the  same  time. 

Q.  Did  you  acquire  your  shares  at  the  same  price  at  which 
the  Mutual  Life  acquired  it?  A.  Absolutely,  and  paid  for  it 
the  same. 

Q.  What  is  your  interest  in  the  United  States  Mortgage 
&  Trust  Company?    A.  200  shares. 

Q.  And  when  did  you  acquire  those?  A.  At  the  organiza- 
tion of  the  company. 

Q.  Did  you  acquire  them  at  the  same  time  that  the  Mutual 
Life  acquired  its  holdings?     A.  Yes. 

Q.  And  at  the  same  price?     A.  At  the  same  price. 

Q.  Did  you  get  any  larger  amount?  A.  I  think  also  in 
that  case  that  I  had  perhaps  100  shares  more;  I  have  for- 
gotten. The  stock  register  of  that  company  would  show;  but 
no  material  amount,  probably  300  shares. 

Q.  And  you  subsequently  sold  one  hundred  shares?  A.  I 
think  so. 

Q.  Did  the  stock  of  the  Guaranty  Trust  Company  and  the 
United  States  Mortgage  &  Trust  Company  largely  increase  in 
value  after  the  Mutual  Life  became  interested  in  them?  A.  After 
the  origin  of  the  company,  yes.  After  the  organization  of 
the  company,  I  should  say,  yes. 

Q.  The  Guaranty  Trust  Company  stock  is  now  put  at  650, 
do  you  remember — it  is  put  here  in  the  statement  of  the  com- 
pany at  550 — I  read  the  wrong  line — and  it  is  put  here  M  the 
book  value  of  146.38  a  share.  Do  you  remember  what  yoit 
paid  for  your  300  shares?  A.  What  is  that?  I  paid  125,  the 
same  price  that  the  Mutual  Life  did,  whatever  it  was. 

Q.  Well,  the  price  here  is  146.38.  That  is  the  book  value; 
it  is  carried  at  that?  A.  Well,  I  can't  explain  that.  It  may 
be  owing  to  subsequent  purchases  or  sales,  which  they  might 
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have  bought  in  the  market  later  on,  at  an  advanced  price,  and 
it  increased  it  accordingly. 

Q.  When  did  you  dispose  of  the  loo  shares  ?  A.  When  did 
I  dispose  of  the  loo  shares? 

Q.  Yes.     A.  I  have  no  idea. 

Q.  Well,  within   a  recent  period?     A.  Oh,  no. 

Q.  Some  time  back?    A.  Oh,  yes. 

Q.  At  a  considerable  profit?  A.  Why,  at  the  price,  what- 
ever it  was  at  the  time. 

Q.  Yes,  but  after  the  price  had  considerably  increased?  A. 
Yes.     I  will  tell  you  all  I  recollect  about  it,  if  you  want  to. 

Q.  Yes.  A.  I  sold  the  stock  to  Mr.  George  W.  Young,  presi- 
dent of  the  United  States  Mortgage  &  Trust  Company,  who 
bought  it,  to  my  belief,  for  his  own  account. 

Q.  Is  the  same  true  of  the  United  States  Mortgage  &  Trust 
Company?  A.  I  am  speaking  of  the  Mortgage  &  Trust  Com- 
pany. 

Q.  I  was  speaking  a  moment-  ago  of  the  Guaranty  Trust 
Company?  A.  Practically  the  same,  although  I  don't  know 
who — I  think  in  the  market  I  gave  an  order  for  the  sale  of  the 
stock,  and  it  was  sold  on  the  market ;  I  don't  know. 

Q.  Well,  was  that  at  any  time  when  the  stock  had  risen  con- 
siderably in  value?  A.  Well,  it  was  larger  than  when  I 
bought  it,  of  course. 

Q.  Well,  had  it  got  up  as  high  as  three  or  four  hundred? 
A.  Very  likely. 

Q.  Or  more  than  that?     A.  Very  likely. 

Q.  500?    A.  Very  Hkely. 

Q.  You  can  give  me  the  exact  figure  of  that  later,  but  that 
is  enough  for  the  present.  The  prosperity  of  the  Guaranty 
Trust  Company  has  been  largely  due  to  the  interest  of  the 
Mutual  Life  in  its  affairs,  has  it  not?  A.  It  has  undoubt- 
edly. 
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Q.  The  Mutual  Life  does  not  own  a  controlling  interest, 
does  it,  in  the  Guaranty  Trust  Company?     A.  No. 

Q.  That  is,  an  actual  majority?    A.  No. 

Q.  But  it  actually  controls  the  company?  A.  That  is  a 
matter  of  inference ;  it  doesn't  own  a  controlling  interest  in 
the  stock  at  all. 

Q.  But  the  Mutual  Life  and  the  officers  of  the  Mutual  Life 
do?  A.  Well,  I  don't  know  how  the  stock  interests  of  indi- 
viduals would  run  in  that ;  I  can't  tell  you ;  I  don't  recollect. 

Q.  I  notice  here  that  the  interest  of  the  Mutual  Life  is 
8,648  shares?    A.  Yes. 

Q.  The  stock  of  the  Mortgage  &  Trust  Company  is 
$2,000,000  entirely,  isn't  it?    A.  Yes. 

Q.  So  a  controlling  interest  would  be  10,001  shares?     A. 
Yes. 

Q.  And  what  was  in  my  mind  was  whether  officers  of  the 
Mutual  Life  Insurance  Company  owned  1,400  shares?  A. 
Well,  that  I  don't  know. 

Q.  Now,  you  have  been  aware  that  the  Mutual  carries  a  very 
large  deposit  with  the  Guaranty  Trust  Company?    A.  Yes. 

Q.  Have  you  been  aware  that  a  million  dollars  or  upwards 
were  kept  on  deposit  with  the  Guaranty  Trust  Company  at 
2  per  cent,  interest?    A.  Probably. 

Q.  And  have  you  approved  that?     A.  Probably. 

Q.  For  the  objects,  as  in  the  case  of  the  National  Bank  of  Com- 
merce, adding  to  the  prosperity  of  the  Guaranty  Trust  Company? 
A.  And  thereby  to  the  prosperity  of  the  Mutual  Life. 

Q.  As  a  stockholder?    A.  Yes. 

Q.  You  are  also  aware  of  that A.  On  that  branch  of  the 

subject,  Mr.  Hughes,  when  you  see  fit  to  take  up  Mr.  Timpson, 
I  wish  you  would  ask  him  about  the  result  to  the  Mutual  Life 
in  case  of  the  investment  in  the  Bank  of  Commerce  and  in  the 
Guaranty  Trust  Company,  and  in  the  United  States  Mortgage 
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Company,  taking  together,  not  only  the  investments,  or  rather  the 
deposit  at  a  low  rate  of  interest  in  each  of  those  companies,  but 
taking  that  in  connection  with  the  increase  in  value  of  the  assets 
of  the  iMutual  Life  Insurance  Company  by  reason  of  its  holdings 
of  the  stocks  of  those  companies  and  the  increased  dividends 
which  they  have  received  from  their  investment  in  those  com- 
panies. I  believe  myself  the  record  is  a  very  handsome  one,  and  a 
very  satisfactory  one,  but  I  have  not  the  figures  by. 

Q.  I  have  here  a  statement  of  the  bonds  and  stocks  owned 
■  by  the  Mutual  Life  as  of  June  30,  1905,  giving  the  rate  of  interest 
and  dividends,  the  par  value  and  book  value,  which  I  understand 
to  be  the  cost  and  the  market  values  net  and  flat  as  of  June  30, 
1905.  It  has  not  been  formally  introduced  upon  the  record,  al- 
thoug'h  it  has  been  used  in  the  course  of  the  examination,  but  it 
will  be  introduced,  and  I  understand  that  it  presents  in  an  accurate 
form  the  facts  as  to  the  cost  of  these  securities,  and  the  large  in- 
creases in  value  to  which  you  have  referred.  A.  What  is  that, 
a  transcript  from  the  company's  annual  statement  to  the  Insur- 
ance Department? 

Q.  I  don't  know  as  to  that.  It  is  furnished  by  your  company. 
A.  Well,  I  don't  know  what  it  is. 

Q.  And  I  assume  that  this  is  what  you  mean  when  you  suggest 
that  Mr.  Timpson  would. give  information?    A.  Yes,  probably. 

O.  I  take  it,  what  he  can  give  is  embraced  in  this  paper?  A.  I 
assume  so. 

Q.  For  example,  in  the  case  of  the  National  Bank  of  Com- 
merce, the  dividends  are  eight  per  cent?    A.  Yes. 

Q.  The  book  value  is  stated  here  of  the  thirty-six  thousand  and 
eighty-eight  shares  owned  by  the  Mutual  Life,  123.07,  and  the 
market  value  is  stated  to  be  net  two  hundred,  and  flat  two  hundred 
and  two ;  in  the  case  of  the  Guaranty  Trust  Company  the  Mutual 
Life  is  stated  to  own  eight  thousand  six  hundred  and  forty-eight 
shares,  the  dividends  are  said  to  be  twenty  per  cent  and  the  book 
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value  is  put  at  146.48,  and  the  market  value  net  at  550  and  the 
market  value  flat  at  555.  In  the  case  of  the  United  States 
Mortgage  &  Trust  Company,  the  shares  owned  by  the  Mutual 
Life  are  stated  to  be  ten  thousand  seven  hundred  and  thirty-six, 
the  dividends -twenty  per  cent,  the  book  value  155.10,  the  market 
value,  net  four  hundred  and  the  market  value  flat  four  hundred 
and  ten.  Now,  the  very  great  prosperity  of  the  United  States 
Mortgage  &  Trust  Company  as  indicated  by  the  market  value  of 
their  shares,  and  the  rates  of  dividends  paid,  is  largely  due  to 
the  interest  which  the  Mutual  Life  has  taken  in  the  success  of  its^ 
affairs?    A.  Probably. 

Q.  Yes.  The  same  as  you  have  already  stated  is  true  of  the 
Guaranty  Trust  Company  and  one  of  the  means  of  contributing 
to  the  success  of  the  United  States  Mortgage  &  Trust  Company, 
is  the  keeping  of  a  large  amount  of  Mutual  money  on  deposit 
with  it,  which  it  can  use  to  advantage.  A.  Deposits  are,  the  life 
blood  of  every  banking  institution. 

Q.  Yes,  they  are  the  life  blood  of  those  organizations  in  which 
the  Mutual  is  interested?     A.  Yes, 

Q.  Banks  and  trusts  companies?    A.  Yes. 

Q.  Another  source  of  revenue  to  the  United  States  Mortgage 
&  Trust  Company  is  the  purchase  by  the  Mutual  of  its  debentures, 
issued  against  mortgages  which  it  takes  at  a  higher  rate  of  interest 
than  the  interest  paid  on  its  debentures,  is  it  not?    A.  Yes. 

Q.  You  are  conversant  with  the  policy  of  the  Mutual  in  invest- 
ing largely  in  the  debentures?  A.  That  was  the  object  of  the 
organization  of  the  company. 

Q.  Well,  will  you  explain  that  more  in  detail?  A.  Yes.  One 
of  the  difficulties — it  is  an  issue  that  is  now  passed  away — but  for 
many  years  one  of  the  objections  that  was  made  to  what  we  called 
the  Eastern  and  Northern  Life  Insurance  Companies  was,  as  was 
urged,  that  they  were  withdrawing  the  money  of  the  people  from 
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the  sections  where  it  was  earned  and  made,  and  bringing  it  to  the 
East  here  and  using  the  money  here  to  build  up  Eastern  institu- 
tions, and  it  was  invested  in  mortgage  largely  here  on  New  York 
farms,  dwelling  houses,  stores,  whatever  it  might  be,  on  securities, 
generally,  and  in  enterprises  that  had  their  center  in  New  York, 
and  althought  entirely  fallacious  reasoning,  it  was  assumed — felt 
by  many  and  alleged  repeatedly  by  competitors  in  other  States 
that  that  was  unfair  and  unjust  to  the  Western  and  the  Southern 
people.  Of  course,  we  did  not  believe  it;  it  is  too  long  and  too 
technical  a  subject  to  go  into  it  now,  but  we  were  constantly 

urged 

Q.  Pardon  me  a  moment,  proceed.  A.  We  were  constantly 
urged  by  our  agents  out  beyond  the  borders  of  the  State  of 
New  York  to  establish  loaning  agencies  directly  in  other 
States.  I  cannot  recall  exactly  what  the  limitations  of  the 
law  were.  They  varied  from  time  to  time.  Originally  we 
were  limited  to  bonds  and  mortgages — I  am  speaking  of  bonds 
and  mortgages  now  exclusively — in  the  State  of  New  York. 
Then  the  area  was  enlarged  by  an  amendment  of  the  act 
authorizing  insurance  companies  to  invest  their  funds  in  bonds 
and  mortgages  situated  upon  real  estate  within  fifty  miles  of 
the  City  of  New  York.  Later  on  at  some  time — I  think  the 
words  were  added  "within  fifty  miles  of  the  State  of  New 
York  or  in  States  adjacent  thereto" — but  adjacent,  whether 
adjacent  or  contiguous  would  have  been  the  better  word,  there 
was  some  discussion  at  the  time,  but  that  was  held  to  mean 
Connecticut  and  New  Jersey  and  Pennsylvania,  too.  I  think 
we  backed  up  on  Pennsylvania  along  the  southern  parts  of 
the  State  and  so  on.  If  there  is  any  general  amendment  of 
the  law  allowing  a  widespread  of  investment  of  the  money 
of  the  life  insurance  company  on  bond  and  mortgage  I  am 
ignorant  of  it  or  have  forgotten  it.  The  point  was,  however, 
that  pressure  was  brought  upon  us  to  overcome  this  objection 
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urged  to  the  New  York  companies,  all  of  them,  all  the  New 
York  companies,  by  the  Western  companies 

Q.  You  didn't  want  to  loan  direct  on  Western  mortgages 
or  mortgages  in  remote  districts?  A.  We  did  not  want,  and 
we  had  not  the  organization.  We  could  not  well  develop  it. 
Our  real  estate  department  is  large  enough  and  complex 
enough  as  it  was,  and  the  underlying  motive  with  regard  to 
the  United  States  Mortgage  Company  was  that  it  had  in  its 
charter  the  provision  that  it  might  loan — I  am  not  quoting 
accurately — practically  that  it  might  loan  money  on  its  mort- 
gage anywhere,  and  guarantee  the  risk  and  it  was  almost 
conceded  to  be  necessary  outlay  for  the  rapidly  accumu- 
lating money  of  the  Mutual  Life  as  well  as  a  proper  considera- 
tion of  the  feeling  of  the  very  large  proportion  of  our  policy- 
holders, although  we  did  not  admit  its  justness,  a  very  proper 
recognition  of  their  feelings  that  we  should  organize  a  corpora- 
tion that  had  the  power  to  do  what  large  numbers  of  our 
policyholders  thought  we  ought  to  do  with  their  money,  and 
we  induced  the  directors  of  the  company  to  invest  the  money 
of  the  company  in  the  mortgage — in  the  United  States  Mort- 
gage &  Trust  Company  for  the  very  purpose  of  allowing  the 
Mortgage  &  Trust  Company  to  invest  its  money  and  then 
obtain  a  constantly  renewed  supply  of  money  to  be  invested 
in  that  way  in  mortgages  all  over  the  country  by  selling  their 
debentures  to  the  Mutual  Life  Insurance  Company  of  New 
York  with  one-half  per  cent  for  the  trouble,  which  we  thought 
was  very  cheap  and  a  very  reasonable  means.  Now,  if  you 
will  allow  me  to  go  on  for  a  moment  I  think  I  should  like  to 
say  a  few  words  with  regard  to  the  organization  of  what  are 
called  the  subsidiary  companies. 

I  do  not  mean  from  you,  Mr.  Hughes,  personally  or  in  any 
way,  but  there  seems  to  be  in  the  air  an  underlying  sugges- 
tion of  what  are  called  the  subsidiary  companies,  that  they 
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are  due  to  the  desire  of  the  directors  and  the  officers  of  the 
Mutual  Life  Insurance  Company  to  get  a  profitable  invest- 
ment for  themselves  by  organizing  companies  and  using  the 
Mutual  Life  Insurance  Company  for  that  purpose.  That  was 
distinctly  not  the  fact.  I  know  all  about  the  organization  of 
the  Guaranty  Trust  Company  and  the  United  States  Mort- 
gage &  Trust  Company  and  the  National  Union  Bank,  which, 
as  I  have  stated,  was  the  precursor  of  the  interests  of  the 
company  in  the  National  Bank  of  Commerce.  It  was  found 
after,  as  I  have  tried  with  such  becoming  modesty  as  I  was 
permitted  to  use  here — after  I  had  been  for  some  time  trying 
to  increase  the  new  business  of  the  Mutual  Life,  the  new  pre- 
miums began  to  roll  in  very  much  more  rapidly  than  I  antici- 
pated, or  anybody  anticipated,  and  we  had  to  find  some  better 
means  than  we  were  then  possessed  of  for  the  immediate 
fructification  of  that  money  which  was  coming  in  upon  us  in 
large  amounts.  I — well  I  was  going  to  point  out  an  illus- 
tration of  a  company  which  is  said  to  be  in  somewhat  a  similar 
condition  at  the  present  time,  but  I  refrain  from  doing  so. 
Those  that  know  the  company  that  I  refer  to  may  make  the 
application  and  others  not.  But  that  was  the  fact.  We  had 
a  lot  of  money  coming  in  that  we  did  not  know  what  to  do 
with.  The  officers  of  the  Mutual  Life  had  been  brought  up 
in  the  life  insurance  business,  either  in  agency  management 
or  in  internal  administration  or  in  the  practical  part  of  the 
business.  But  it  was  felt  by  them  and  by  the  members  of 
the  Financial  Committee,  and  that  I  used  for  short,  by 
those  trustees  who  were,  as  I  have  before  described  in,  in  the 
habit  of  looking  in  and  conferring  with  and  apprising  with 
the  officers  of  the  company,  whether  members  of  the  Financial 
Committee  strictly  or  not — it  was  recognized  that  we  have  got 
to  have  some  new  means  of  investment.  Our  facilities  were 
small.     We   were  then   just  buying  a   stock  or  bond,  or   all 
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numbers  peddled  around  by  brokers  now  and  again,  on  which 
perhaps  four  or  five  different  profits  had  already  been  made, 
and  we  had  never  been  known  as  large  purchasers  of  securities 
in  the  market,  and  the  profit  on  securities  that  we  had  to  invest 
in  and  wanted  to  invest  in  at  that  time  had  been  eaten  up  before 
we  got  a  chance  at  them.  And  it  was  felt  that  the  company 
should  get  closer  to  the  cost  price  of  the  manufacture  of  invest- 
ments and  securities.  But  as  I  have  remarked  the  officers  were 
not  familiar  with  that  class,  that  is  practically  famihar,  only  as 
intelligent  men  might  be,  with  the  principle  and  theory,  but  not 
practically  familiar  with  what  is  really  a  banking  business.  We 
had  particularly  no  organization  for  it.  It  would  not  have  been 
a  convenience  to  the  Mutual  Life  as  a  life  insurance  company 
purely  and  simply  to  have  had  an  inferior  organization  solely — at 
all  events  at  that  time  solely  for  the  purchase  and  sale  and  dealing 
in  securities  at  issue  prices  or  less.  We  conceived  the  theory  of 
going  into  partnership  with  people  who  knew  more  about  it  than 
we  did,  and  the  only  way  to  do  that,  inasmuch  as  we  could  not 
g'o  into  private  partnerships,  was  to  avail  ourselves  of  the  pro- 
visions of  the  state  laws  which  allowed  life  insurance  companies, 
if  I  recollect  rightly,  to  invest  in  any  stock  that  happened  to  be  at 
par  or  over  in  the  city  of  New  York  at  the  time  of  purchase. 

The  charter  of  the  Guaranty  Trust  Company  was  first  acquired. 
Now,  I  have  said  that  the  object  of  organization  of  the  mortgage 
company  was  this  feature  that  it  had  in  its  charter  permitting  it  to 
invest  its  money  and  then  issue  debentures  against  it  and  sell 
them.  That  is  what  drew  our  attention  first  to  that  enlargement 
of  our  investment  facilities.  We  had  acquired  the  existing  char- 
ter of  that  company,  which  was  then  in  a  state  of  suspended 
animation,  its  capital  having  been  cut  down  to  $100,000  and  its 
leg'al  entity  being  preserved  merely  for  the  purpose  of  adminis- 
tering on  a  few  uncollectible  assets  at  the  time 

Q.  Pardon  me.    You  say  you  acquired  it.    Who  do  you  mean  ? 
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A.  I  am  talking  of  the  Mutual  Life.  When  I  say  we  I  am  talking 
of  the  company.  But  there  was  a  temporary  block  in  the  way, 
one  of  two  of  the  subscribers  would  not  dispose  of  their  stock 
at  satisfactory  prices.  In  effect  they  attempted  to  hold  up  the 
thing  and  did  for  a  while. 

Consequently  that  had  to  be  laid  aside  for  a  moment,  and  then 
we  searched  around  and  found  a  charter  of  a  similar  company 
which  at  one  time  had  not  been  in  quite  successful  operation 
as  an  international  company,  the  New  York  Guarantee  &  Indem- 
nity Company,  so-called.  That  was  the  beginning  of  it.  The 
directors  of  the  company  acted  with  very  great  caution ;  in  fact,  it 
took  them  a  long  time  before  they  were  willing  to  pledge  them- 
selves to  what  was  essentially  a  new  departure  for  the  company, 
to  convince  themselves  it  was  thoroughly  for  the  good  of  the  com- 
pany that  we  should  have  this  outlet  for  our  funds,  which  the 
previous  education  of  the  men  in  the  business  did  not  qualify 
them  to  find  in  the  ordinary  methods  in  the  street.  They  looked 
into  it  with  extreme  care,  and  under  a  great  sense  of  respon- 
sibility. And  one  of  the  first  rules  which  they  laid  down  was 
that  no  company  of  that  kind  should  be  organized  and  the  Mutual 
Life  Insurance  Company's  moneys  put  into  it,  unless  the  respon- 
sible officers  of  the  Mutual  Life  and  the  members  of  the  Finance 
Committee,  as  many  as  possible,  were  put  into  those  Boards  of 
Directors  to  look  after  and  safeguard  the  investment  of  the 
Mutual  Life  Insurance  Company. 

Now,  that  is  the  reason,  that  is  the  reason  that  you  will  find 
in  the  direction  of  the  United  States  Mortgage  &  Trust  Company, 
you  will  find  the  president  of  the  company  who  is  there,  it  is  true, 
only  in  a  perfunctory  sort  of  way,  but  he  is  there  officially,  and  if 
he  should  perceive  anything  g'oing  wrong  in  the  administration  of 
that  company,  in  I  might  say  the  casual  attention  at  the  meetings 
he  is  able  to  give  from  week  to  week,  he  certainly  would  have  a 
right,  as  representing  the  largest  stockholder,  to  put  a  stop  to  it, 
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or  apply  corrections  to  any  abuse  or  wrong  methods  as  they 
might  appear  to  him.  So,  that  in  that  company  you  will  find 
the  assistant  treasurer  of  the  company,  Mr.  Timpson,  is  a  direc- 
tor and  a  member  of  the  Finance  Committee.  You  will  find  Mr. 
Henderson  is  a  member  of  the  Finance  Committee  and  also  of  the 
Executive  Committee. 

Q.  Mr.  Julliard?  A.  And  you  will  find  Mr.  Granniss  is  a 
member  of  the  Board  of  Directors  of  that  company,  and  you  will 
find  Mr.  Dickey,  of — I  don't  know  whether  he  is  actually  the 
head  of  Brown  Bros.  &  Company,  the  well  known  bankers  at  the 
present  time,  or  not,  but  Mr.  Dickey  is  also  in  the  Board  of  the 
Mutual  Life  Insurance  Company  and  the  Board  of  the  Mortgage 
Company,  and  on  the  Executive  Committee  of  the  Company. 

Take  the  Guaranty  Trust  Company,  in  the  organization  of  that 
company  the  president  there  is  in  every  one  of  those  companies,  I 
believe.  He  is  put  there  to  represent  officially  the  interests  of  the 
Mutual  Life  Insurance  Company,  and  in  the  direction  of  the 
Guaranty  Trust  Company  is  the  treasurer  of  the  Mutual  Life 
and  their  vice-president,  of  the  Mutual  Life  Insurance  Company. 
Mr.  Haven,  of  the  Finance  Committee ;  Mr.  Jarvie,  of  the 
Finance  Committee,  are  members  of  the  Executive  Committee 
of  that  concern.  Mr.  George  Baker,  president  of  the  First  Na- 
tional Bank,  and  of  the  Finance  Committee  of  the  Mutual  Life 
Insurance  Company,  is  also  a  member  of  that  Board. 

Take  the  Bank  of  Commerce  in  the  same  way,  the  investment  of 
the  company's  funds  was  very  large  there.  It  was  evident  it  was 
to  grow  larger,  and  at  first  it  was  difficult  to  persuade  gentlemen 
to  go  in  and  make  themselves  personally  responsible  for  the  man- 
agement of  those  companies,  they  were  willing  enough  to  take  the 
chance  to  buy  stock,  subscribe  for  stock  in  an  enterprise  in  which 
the  Mutual  Life  was  to  be  largely  interested. 

But  they  did  not  care  to  load  themselves  with  the  business 
responsibility  or  the  moral  responsibility  with  taking  the  share  in 
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the  management  of  that  compan)-,  and  it  was  -with  difficulty  we 
were  able  to  insist  that  we  would  not  put  the  money  of  the  Mutual 
Life  Insurance  Company  to  any  considerable  extent  into  any  one 
of  those  companies  unless  a  sufficient  number  of  the  directors  of 
the  Mutual  Life  Insurance  Company,  most  close  to  the  manage- 
ment, unless  two  or  three  of  the  executive  officers  of  the  company 
and  two  or  three  of  the  most  influential  and  skilled  members  of 
the  Finance  Committee  should  go  into  the  Boards  and  their  execu- 
tive committees.     That  was  the  reason  why  you  will  find  to-day 

that  in  every  one .     Take  the  Morristown  Trust  Company. 

There  was  a  little  trust  company  started  out  in  the  country'  with 
$100,000  capital  and  $50,000  surplus.  It  went  on.  I  was  inter- 
ested in  it  at  the  beginning.  It  went  on  for  six  or  eight  years,  I 
think,  and  then,  when  it  had  established  itself,  I  have  g'ot  the 
figures  somewhere  here,  when  it  had  become  a  certainty — a  practi- 
cal certainty  of  success,  when  it  had  become  demonstrated  that 
there  was  an  opening  there  for  a  trust  company  which  might 
be  made  a  profitable  source  of  investment  for  the  Mutual  Life, 
the  capital  stock  of  that  company,  but  not  while  it  was  in  its  in- 
fancy or  a  mere  guess  of  a  few  countrymen  out  there  whether 
they  could  start  a  trust  company  that  would  pay  its  way  or  not, 
but  when  it  had  been  established  and  demonstrated  its  success  for 
eight  years,  then  the  capital  of  that  company  was  doubled  in  order 
that  the  Alutual  Life  Insurance  Company  might  take  an  interest 
in  it.  And  it  was  then  and  then  only  that  on  the  Board  of  Direc- 
tors, if  I  recollect  rightly,  of  the  Morristown  Trust  Company 
and  on  its  executive  committee  were  placed  the  names  of  some 
of  the  officers  and  several  of  the  members  of  the  Finance  Com- 
mittee of  the  Mutual  Life.  So  that  carrying  out  that  same 
theory,  wherever  the  company  put  any  great  sum  of  money,  any 
considerable  sum  of  money,  there  has  got  to  go  behind  that 
money  the  people  that  voted  to  do  it,  and  they  were  held  respon- 
sible for  the  investment. 
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That  is,  the  reason  why,  as  I  say,  you  will  find  to-day  in  all  the 
companies  the  Mutual  Life  is  interested  in — and  we  would  not 
ga  into  them  without  it  was  so — ^you  will  find  the  men  responsible 
for  the  care  of  the  finances  of  the  company,  responsible  also  for 
the  care  and  finances  of  the  companies  in  which  the  Mutual  Life 
has  large  interests. 

Q.  Of  course,  wherever  you  have  control  of  the  stock  you 
elect  whatever  directors  you  please?  A.  Oh,  that  is  a  question. 
That  -may  or  may  not  be  so. 

MR.  HUGHES :  Our  time  is  ten  minutes  to  five,  and  we  will 
resume  this  to-morrow  morning. 

THE  CHAIRMAN:  The  Committee  will  stand  adjourned 
until  10.30  o'clock  to-morrow  morning. 
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ALDERMANIC      CHAMBER, 
City  Hall,  New  York  City. 

October  19,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

RICHARD  A.  McCURDY  resumed  the  stand. 

MR.  HUGHES :  The  paper,  which  has  been  used  from 
time  to  time,  stating  the  bonds  and  stocks  owned  by  the  Mu- 
tual Life  Insurance  Company  as  of  June  30,  1905,  and  fur- 
nished by  tlie  company  at  the  request  of  the  Committee,  it 
seems  has  not  been  marked  for  identification,  and  I  will  ask 
to  have  it  marked  now.  » 

(Marked  Exhibit  282  for  identification.) 

BY  MR.  HUGHES: 

Q.  At  the  close  of  the  session  yesterday,  Mr.  McCurdy,  you 
were  explaining  the  reasons  which  had  led  your  company  to 
invest  largely  in  the  stocks  of  subsidiary  companies,  and  par- 
ticularly with  reference  to  the  United  States  Mortgage  &  Trust 
Company.  Do  I  understand  that  those  who  were  interested 
in  the  Mutual  Life  Insurance  Company  originally  acquired  the 
charter  of  that  company?    A.  No. 

Q.  Who  did  acquire  it?    A.  It  was  acquired  for  the  benefit 
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of  the  company  by  the  late  Mr.  G'eorge  S.  Coe,  at  that  time 
president  of  the  American  Exchange  National  Bank. 

Q.  Were  others  besides  the  Mutual  Life  interested  in  its 
acquisition?  A.  Not  at  all.  I  mean  to  say  by  that  that  the 
charter  was  acquired  by  Mr.  Coe,  who  held  it  pending  the 
progress  of  the  reorganization  of  the  company,  and  then  by  a 
method,  which  I  have  now  forgotten,  transferred  the  charter 
after  it  had  been  amended  ±o  the  new  organization.  What  the 
precise  method  was  I  do  not  recollect. 

Q.  Were  any  others  interested  in  that  besides  those  who 
were  acting  on  behalf  of  the  Mutual  Life?  A.  Undoubtedly, 
very  largely  interested. 

Q.  So  that  the  Mutual  Life  did  not  originally  acquire  or 
undertake  the  matter  on  its  own  account  exclusively?  A.  Not 
at  all ;  no.  .  It  invested  a  certain  portion  of  its  funds  in  the 
stock  of  the  reorganized  company,  the  balance  of  the  stock 
being  subscribed  to  by  the  public. 

Q.  Was  that  a  general  subscription  or  was  the  -stock  taken 
by  a  number  in  the  nature  of  a  syndicate?  A.  No;  there  was 
no  syndicate  at  all.  There  was  a  committee  on  reorganization 
and  they  awarded  the  stock  and  subscriptions  in  answer  to 
offers  by  letter,  I  think.  I  could  look  that  up  if  you  want  me 
to.  But  there  was  no  syndicate  of  any  kind  and  no  profits 
made  by  anj-  person  upon  the  reorganization  of  the  company 
and  the  distribution  of  the  stock. 

O.  If  it  was  desirable  for  the  company  to  have  such  a  sub- 
sidiary company  for  the  purpose  of  placing  money  on  loans 
more  conveniently  than  the  company  could  do  directly,  why 
was  not  the  company  exclusively  controlled  and  its  profits 
exclusively  made  by  the  Mutual  Life  Insurance  Company? 
A.  As  I  have  endeavored  to  explain  it  was  necessary  to  resort 
to  some  form  of  corporate  organization,  and  the  company 
could  not  become  the  exclusive  owner  of  all  the  stock  in  prac- 
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tically  a  new  corporation.  I  doubt  whether  it  would  have 
been  legal,  and  at  the  same  time  it  was  desirable  to  bring  in 
other  persons  connected  with  large  interests  in  New  York 
and  elsewhere  to  interest  them  in  the  future  success  of  the 
company,  and  to  participate  in  the  mangement  of  a  company 
which,  I  explained,  was  at  that  time  foreign  to  the  experience 
of  the  officers  at  all  events  of  the  Mutual  Life  Insurance 
Company. 

Q.  Has  not  the  management  of  the  company  been  in  the 
control  and  its  policy  directed  by  the  Mutual  Life  ?  A.  In  this 
way :  Upon  the  executive  committee  are  Mr.  Dickey,  as  I 
have  told  you,  of  the  firm  of  Brown  Bros.  &  Company,  who 
is  a  trustee  of  the  company;  Mr.  Henderson,  who  is  a  banker 
in  New  York,  of  the  firm  of  Henderson  &  Company,  and  Mr. 
Clarke,  now  president  of  the  American  Exchange  National 
Bank  and  also  a  trustee  in  the  Mutual  Life  Insurance  Com- 
pany, who,  as  I  have  explained,  are  put  there  to  safeguard — 
and  the  assistant  treasurer  of  the  company,  Mr.  Timpson — 
who  are  put  there  designedly  to  safeguard  the  interests  of  the 
Mutual  Life  Insurance  Company  and  to  see  that  the  large 
amount  of  money  invested  in  the  stock  and  otherwise  in  that 
company  is  well  looked  after.  But  influencing  it — the  Mutual 
Life  Insurance  Company,  as  a  corporate  body  or  otherwise, 
influencing  the  daily  transaction  of  that  company  it  quite  in- 
accurate. 

Q.  Does  the  Mutual  Life  Insurance  Company  take  all  the 
debentures  that  are  issued  by  the  United  States  Mortgage  & 
Trust  Company  against  its  mortgages?  A.  It  would  be  glad 
to  if  it  had  the  opportunity  and  the  available  funds  at  the 
time. 

Q.  Well,  as  a  matter  of  fact  are  those  debentures  taken  by  the 
companies  or  invested  in  by  other  institutions  in  the  city?  A.  I 
think  some  of  them  have  been  sold  from  time  to  time,  but  a  small 
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proportion,  because  that  was  not  the  object  in  organizing  the 
company.  The  object  in  organizing  the  company  was  that  it 
should  become  a  feeder — its  investments  branch  in  real  estate 
mortgages  and  largely  in  portions  of  the  country  where  it  was 
doubtful  at  any  rate  whether  the  Mutual  Life  Insurance  Company 
could  properly  invest  directly,  that  is  not  properly,  but 

Q.  Then  the  intention  was  that  the  Mutual  Life  should  take, 
so  far  as  it  could  handle  them,  'the  debentures  issued  against  the 
mortgages?    A.  Undoubtedly. 

Q.  Well,  with  the  understanding  that  the  Mutual  Life  was  to 
be  a  large  depositor  of  the  United  States  Mortg'age  &  Trust  Com- 
pany, and  was  to  take  debentures  issued  against  the  mortgages 
taken  by  the  United  States  Mortgage  &  Trust  Company,  there  was 
really  no  risk  in  investing  in  a  stock,  was  there  ?  A.  I  don't  know 
that  there  was  any  understanding  whatever  that  the  Mutual  Life 
should  become  a  depositor  in  the  company,  nor  do  I  know  or 
recollect  at  the  time  of  the  organization  whether  the  intimate  pur- 
chases of  the  company  were  furnished  to  anybody  excepting  those 
who  had  the  interests  of  the  Mutual  Life  Insurance  Company  at 
heart.  In  fact,  in  the  operation  of  the  Company  I  don't  know  that 
that  was  pubHcly  announced  at  all. 

Q.  What  I  meant  to  bring  out  was  this,  that  with  the  Mutual 
Life  so  largely  identified  with  the  enterprise  there  was  really  no 
risk  in  investing  in  the  stock  of  the  United  States  Mortgag'e  & 
Trust  Company,  I  mean  in  making  such  an  investment  by  an  out- 
sider ?  A.  That  might  or  might  not  be.  The  Mutual  Life  Insur- 
ance Company  was  liable  to  make  an  error  of  judgment,  and  the 
ulterior  progress  of  the  company  nobody  could  foresee  excepting 
the  exercise  of  their  best  judgment. 

Q.  Of  course,  nobody  could  absolutely  forecast  the  future,  but 
with  such  wisdom  as  business  men  have  they  would  naturally  con- 
clude that  an  enterprise  so  backed  would  be  successful?  A.  I 
should  say  so. 
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Q.  Now,  is  it  not  a  danger,  Mr.  McCurdy,  that  the  interests 
of  life  insurance  companies  in  such  subsidiary  companies  will  lead 
them  from  time  to  time  into  transactions  or  enterprises  dis- 
tinctly speculative?  A.  I  have  known  of  no  such  occasions;  none 
that  occur  to  my  mind. 

Q.  The  United  States  Mortgage  &  Trust  Company  does  a  trust 
company  business  apart  from  this  matter  of  taking  mortgages;' 
A.  Yes. 

Q.  It  is  a  very  large  part  of  the  business  of  a  trust  company 
to  undertake  the  flotation  of  securities?    A.  Yes. 

Q.  It  is  perhaps  the  most  profitable  part  of  a  trust  company's 
business  if  the  securities  handled  are  good  securities,  such  that 
can  be  marketed  to  advantage  ?    A.  It  is ;  it  is  profitable. 

Q.  Yes.  Now  I  would  like. to  know  what  connection,  if  any, 
the  Mutual  Life  Insurance  Company  or  its  officers  have  had  with 
such  transactions  entered  into  by  the  subsidiary  companies,  taking 
the  United  States  Mortgage  &  Trust  Company  first  as  an  example  ? 
Has  there  been  anything  of  that  sort?  A.  Why,  I  can't — if  yOH 
will  make  your  question  specific  I  will  answer  it  right  away. 

Q.  Well A.  There  have  been  securities  brought  out  by 

the  United   States  Trust  Company  and  by  other  companies   in 
which 

Q.  Now,  do  you  remember  any  cases  of  securities  brought  out 
by  the  United  States  Mortgage  &  Trust  Company  where  the 
Mutual  Life  or  its  officers  have  been  interested  in  the  flotation? 
A.  I  think  the  Brooklyn  Wharf — and — Brooklyn  Bridge  & 
Warehouse  Company. 

Q.  Brooklyn  Wharf  &  Warehouse  Company?  A.  Brooklyn 
Wharf  &  Warehouse  Company,  that  is  one. 

Q.  What  was  the  Brooklyn  Wharf  &  Warehouse  Company? 
A.  It  was  a  consolidation  of  the  various  warehouse  corhpanies 
in  Brooklyn  fronting  on  the  East  River  under  one  management 
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and  under  conditions  which  were  thought  at  that  time  to  promise 
greater  economies  and  better  sources  of  profit. 

Q.  That  was  about  1895,  wasn't  it?  A.  You  have  the  date 
there. 

Q.  That  is  the  date  I  assume  to  be  correct.  A.  That  is  prob- 
ably correct.     I  haven't  it  in  my  mind. 

Q.  The  general  nature  of  the  plan  was  that  a  number  of  wharf 
and  warehouse  properties  along  the  East  River  and  Brooklyn - 
should  be  purchased  by  a  company  organized  to  own  and  operate 
them?    A.  I  think  so. 

Q.  That  company  was  the  Brooklyn  Wharf  &  Warehouse  Com- 
pany. And  it  was  to  pay  for  the  properties  by  its  bonds  issued  to 
the  vendors  largely,  and  part  in  cash,  I  suppose?  A.  Well,  I 
presume  so. 

Q.   Yes.    A.   I  have  no  comment  to  make. 

Q.  The  stock  was  for  the  benefit  of  the  promoters,  was  it  not, 
the  properties  being'  paid  for  in  bonds  and  cash?  A.  I  couldn't 
recall  at  the  present  time  the  scheme. 

Q.  Well  now,  it  was  in  the  nature  of  an  enterprise  not  estab- 
lished, but  speculative,  in  the  sense  that  the  future  would  have  to 
demonstrate  its  wisdom?    A.  Is  that  a  question? 

Q.  Yes.    A.  I  can't  answer  it. 

Q.  Well,  was  not  that  your  attitude  toward  it  at  the  time  ? 
A.  Well,  1885 

Q.  1895?    A.  Oh,  189s,  was  that  the  time? 

Q.  Yes.    A.  Well,  1895  is  ten  years  ago. 

Q.  Yes.  A.  And  my  own  observation  of  that  enterprise  at  that 
time  was  purely  formal ;  it  was  the  action  of  the  mortgage  com- 
pany and  not  of  the  Mutual  Life  Insurance  Company,  but  the 
directors  of  that  company  who  were  also  members  of  the  board 
of  the  Mutual  Life  Insurance  Company,  approved  of  it,  con- 
sidered it  wise  and  judicious  and  the  Finance  Committee  author- 
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ized  whatever  participation  the  Mutual  Life  Insurance  Company- 
took  in  it. 

Q.  As  a  mattel-  of  fact,  the  United  States  Mortgage  &  Trust 
Company  was  the  trustee  of  the  mortgage  and  was  the  issue  house 
of  the  securities?    A.  It  was,  I  think,  yes. 

Q.  And  I  suppose  had  a  considerable  compensation  for 
acting  in  the  matter  ?  A.  I  presume  it  didn't  act  without  pay- 
or proper  pay. 

Q.  And  I  suppose  the  Mutual  Life  was  attracted  to  the 
enterprise  by  the  reason  of  the  connection  of  the  subsidiary 
company  controlled  by  it  with  it?    A.  Probably. 

Q.  Now,  to  what  extent  did  the  Mutual  Life  invest  in  the 
bonds  of  the  Brooklyn  Wharf  &  Warehouse  Company?  A.  I 
have  not  the  figures  there. 

THE  WITNESS :     Is  Mr.  Timpson  here  yet,  Mr.  Richards  ? 

MR.  RICHARDS :     He  will  be  here  in  a  moment. 

O.  We  will  leave  that  until  he  arrives.  A.  He  is  the  assistant 
treasurer  of  the  company  and  also  a  director  and  on  the  com- 
mittee of  the  mortgage  cornpany  and  can  give  you  a  very  clear 
statement. 

Q.  Without  attempting  at  the  moment  to  put  upon  the 
record  the  exact  extent  of  the  participation  of  the  Mutual 
Life,  we  may  properly  assume  that  it  had  a  substantial  partici- 
pation?   A.  It  had  a  substantial  participation. 

Q.  Now,  are  you  prepared  to  say  that  the  Mutual  Life 
would  have  taken  that  participation  or  invested  in  those  bonds 
if  it  had  not  been  connected  with  the  United  States  Mortgage 
&  Trust  Company,  which  was  concerned  with  their  issues? 
A.  It  might  never  have  had  an  opportunity. 

Q.  Well,  I  am  now  asking  for  your  judgment  as  an  in- 
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vestor,  whether  that  at  the  time  and  apart  from  your  relation 
to  the  subsidiary  company,  would  have  been  regarded  as  a 
suitable  investment  on  the  part  of  the  Mutual  Life?  A.  If 
that  opportunity  of  subscription  to  those  bonds  had  been 
offered  to  the  Mutual  Life  Insurance  Company  by  a  respon- 
sible trust  company,  or  banking  house  in  good  credit,  and  the 
company  had  looked  into  the  thing  carefully, "'as  it  did  at  that 
time,  and  made  up  its  judgment  that  it  was  a  good  thing  for 
the  company  to  invest  in,  it  would  have  invested  unquestion- 
ably, whether  there  was  any  connection  between  the  two  com- 
panies or  not. 

Q.  Well,  of  course,  with  your  premises,  only  one  conclusion 
could  possibly  follow.  Now,  I  want  to  know  whether  those 
premises  actually  existed,  whether  they  "did  look  into  the 
matter  in  that  independent  way,  and  whether  they  did  con- 
sider it  was  a  good  investment  apart  from  their  desire  to  favor 
an  ,  enterprise  in  which  their  subsidiary  company  was  inter- 
ested?    A.  They  did  absolutely. 

Q.  What  was  the  history  of  that  Brooklyn  Wharf  and  Ware- 
house Company?  A.  That  I  cannot  tell  you  in  detail.  I  know 
there  were  various  meetings  and  the  Finance  Committee  con- 
sidered it  very  thoroughly,  and  discussed  it  in  every  light 
that  came  to  them,  or  in  which  the  matter  presented  itself 
to  them,  and  that  the  investment  was  made  with  very  great 
deliberation  and  very  largely,  I  think,  owing  to  the  fact  that 
it  was  among  the  earlier  enterprises  of  that  kind,  that  the 
Mutual  Life  Insurance  Company  has  gone  into.  I  think  that 
was  probably  with  as  much  care  as  any  investment  the  com- 
pany had  ever  made. 

MR.  WEMPLE:     Can  you  speak  a  little  louder? 

THE  WITNESS :     Unfortunately,  I  am  doing  my  best.     I 
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am  not  accustomed  to  use  my.  voice  so  much  as  I  have  been 
compelled  to  for  the  last  two  or  three  days,  and  I  am  a  little 
hoarse,  and  it  increases  each  day  as  I  am  on  the  stand.  If 
the  Committee  wish  I  will  come  nearer  to  it. 

MR.  WEMPLE:     We  will  try  to  get  along. 

MR.  BECK :     Mr.  Hughes,  Mr.  Timpson  is  here  now. 

MR.  HUGHES:  I  understand  Mr.  Timpson  is  here,  and 
as  he  has  already  been  sworn,  if  you  do  not  mind  an  occasional 
interpolation  in  the  record,  I  will  be  glad  to  let  him  furnish  us 
such  information  as  he  can  from  time  to  time.  Just  give  us 
the  amount,  if  you  can,  of  the  original  investment  of  the 
Mutual  Life  Insurance  Company  in  the  bonds  of  the  Brooklyn 
Wharf  and  Warehouse  Company? 

MR.  TIMPSON:  I  think  I  have  the  figures  here.  No,  I 
have  not  those  figures.     I  can  get  them  for  you. 

MR.  HUGHES :  Can  you  tell  approximately  from  mem- 
ory? 

MR.  TIMPSON :  It  was  in  the  neighborhood  of  three  mill- 
ion dollars,  I  think. 

MR.  HUGHES :  Was  it  not  four  million  two  hundred  and 
£fty  thousand? 

MR.  TIMPSON :  No,  sir,  the  investment  in  the  bonds  was 
not  four  million  two  hundred  and  fifty  thousand.  I  think  we 
had  an  interest  in  the  syndicate 


2113 


Testimony  of  Richard  A.  McCurdy 
MR.  HUGHES:    Was  there  a  syndicate? 

MR.  TIMPSON :  There  was  a  syndicate  in  the  investment 
of  bonds,  for  five  million  dollars,  that  was  contingent  on  cer- 
tain property  coming  in,  which  did  not  come  in.  The  Robin- 
son property,  I  think. 

MR.  HUGHES:  I  think  I  will  ask  Mr.  Timpson  to  take 
the  stand  and  testify. 

MR.  TIMPSON :  If  you  want  me  to  testify  as  to  this,  I 
will  send  for  the  papers. 

MR.  HUGHES :     How  long  will  it  take  you  ? 

MR.  TIMPSON:     A  few  minutes. 

MR.  HUGHES :  Then  we  will  come  back  to  that  in  a  little 
while.  That  will  include  the  New  York  Stock  Company,  I 
suppose  ? 

MR.  TIMPSON :     Yes,  I  can  get  that  for  you. 

Q.  Leaving  them  for  the  moment,  the  Brooklyn  Wharf  and 
Warehouse  Company,  are  there  any  other  securities  in  which 
the  Mutual  Life  has  become  interested  through  its  connection 
with  the  United  States  Mortgage  &  Trust  Company  ?  A.  How 
is  that,  Mr.  Timpson? 

MR.  TIMPSON:  What  was  the  question?    Q.  (Read). 

MR.  TIMPSON:  Yes,  the  Washington  Railway  &  Electric 
securities. 
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MR.  HUGHES :  How  long  ago  was  this  that  the  Mutual  Life 
became  interested  in  the  Washington  Traction  &  Electric  Com- 
pany? 

MR.  TIMPSON :  Several  years  ago. 
MR.  HUGHES  :  About  1901  ? 

MR.  TIMPSON :  I  think  that  is  about  right. 

Q.  Are  you,  yourself,  Mr.  McCurdy,  conversant  with  that 
matter?    A.  No,  I  never  had  any  interest  in  it. 

Q.  When  you  say  you  never  had  any  interest  in  it,  you  mean 
you  personally  had  no  interest  in  it?  A.  Yes.  Oh,  I  do  not  mean 
officially,  that  I  did  not  have  an  interest  in  it. 

Q.  Was  that  a  matter  that  the  Mutual  Life  took  up,  apart  from 
its  connection  with  the  United  States  Mortgage  &  Trust  Company 
— I  mean  to  say  regarding  it  as  an  investment  which  it  would 
have  made  had  it  had  no  interest  in  the  United  States  Mortgage 
&  Trust  Company  ?  A.  Undoubtedly,  that  would  be  the  case  and 
is  the  case  with  every  investment. 

Q.  Are  you  familiar  enough  with  the  situation  to  describe  the 
nature  of  that  investment  in  a  general  way?  A.  No,  excepting 
that  it  was  a  plan  to  consolidate  certain  reliable  electric  roads  in 
the  City  of  Washington,  to  rebuild  them  in  parts  where  necessary, 
and  bring  the  whole  thing  into  one  harmonious  system  and  im- 
prove the  roads  and  develop  them — the  usual  thing'  of  that  kind, 
but  the  particulars  I  really  don't  recall. 

MR.  HUGHES :  Have  you  the  figures  about  that  here  ? 

MR.  TIMPSON :  I  have  sent  for  those  also. 
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Q.  While  we  are  waiting  for  those,  we  will  go  to  another 
branch  of  the  inquiry.  You  mentioned  this  afternoon  the  Morris- 
town  Trust  Company?    A.  Yes. 

Q.  Do  you  recall  when  that  trust  company  was  organized? 
A.  Give  me  that  little  package  there,  Mr.  Beck.  If  you  will  open 
it  I  think  I  have  some  memoranda  about  it  there.  You  had  better 
hand  me  the  package,  I  think  I  shall  be  able  to  recognize  them. 

(Papers  handed  witness.) 

I  have  some  memoranda  here  that  were  handed  l:o  me  yesterday 
on  the  train  by  the  president  of  the  company,  and  is  the  way  most 
of  my  memoranda  come  to  me  at  the  present  time,  without  oppor- 
tunity on  my  part  to  study  them  up  very  much.  What  question 
would  you  like  to  ask  me  ? 

Q.  When  was  that  company  organized  approximately?  A. 
December  31st,  1892. 

Q.  And  what  was  the  original  capital  of  it.  A.  One  hundred 
thousand  dollars. 

When  did  the  Mutual  Life  become  interest'^d  in  it  as  a  stock- 
holder? A.  Apparently — because  it  shows  an  increase  of  the 
capital — in  1892  the  company  was  organized  with  a  capital  of  one 
hundred  thousand  dollars,  and  fifty  thousand  dollars  or  fifty 
thousand  and  forty-five  dollars  surplus  paid  in  at  the  start.  Irr 
the  end  of  1897,  with  a  capital  of  one  hundred  thousand  dollars,, 
it  had  accumulated  $109,626  surplus,  the  deposits  amounted  to 
$1,200,571,  and  the  number  of  depositors  was  1188.  Apparently,, 
during  the  year  1898,  or  seven  years  after  the  formation  of  the 
company,  its  capital  was  increased  to  two  hundred  thousand 
dollars  and  its  surplus  to  $306,455,  and  its  deposits  had  increased 
to  $1,660,681,  and  its  depositors  had  reached  the  number  of  1,828. 
That  I  judg'e  was  the  time  that  the  Mutual  Life  Insurance  Com- 
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pany  invested  in  the  increased  capital.  Of  course,  under  the  laws 
of  New  Jersey — I  presume  they  are  the  same  as  they  are  in  this 
State — an  increased  capital  would  have  to  be  awarded  pro  rata 
to  the  existing  stockholders,  were  it  not  for  some  agreement 
among  themselves  to  the  contrary  effect.  And  when  the  Morris- 
town  Trust  Company  determined  to  increase  its  capital,  the  other 
stockholders  released  to  a  certain  extent  their  rights  to  subscribe 
pro  rata  to  the  issue  of  stock,  in  order  to  permit  the  Mutual  Life 
Insurance  Company  to  make  that  investment. 

Q.  Now,  when  this  company  was  originally  started  with  the 
capital  of  one  hundred  thousand  dollars,  were  you  a  shareholder? 
A.  Yes. 

Q.  To  what  extent  ?  A.  I  cannot  tell.  One  hundred  thousand 
dollars  does  not  go  very  far,  you  know,  divided  up  into  subscrip- 
tions to  a  number  of  men,  all  of  whom  were  locally  interested  in 
an  enterprise  of  that  kind,  and  desirous  to  subscribe,  and  the 
applications  for  subscriptions  to  the  stock  were  so  numerous 
from  residents  of  the  neighborhood,  that  as  a  matter  of  recollec- 
tion I  know  they  all  had  to  be  cut  down,  and  nobody  received 
what  he  desired  to  subscribe  for.  I  presume  that  was  the  case — I 
know  that  was  so  in  m}'  own  case.  I  know  I  should  have  been 
glad  to  obtain  more  than  I  did  get,  and  what  I  did  get,  I  should 
say,  was  not  over  fifty  shares. 

Q.  Not  over  fifty  shares  ?    A.  I  should  say  not. 

Q.  Then  I  suppose  members  of  your  family,  if  any,  who  went 
into  it,  only  had  a  small  interest,  so  that  your  interest  and  those 
of  your  family  were  not  very  large  proportionate  to  the  capital 
of  the  company?    A.  That  is  the  case,  a  small  interest. 

Q.  Did  the  Mutual  Life  become  a  depositor  in  that  company 
before  it  took  an  interest  in  its  stock?  A.  I  think  not.  Wait  a 
m_oment,  I  think  I  can  answer  that  from  this  memorandum.  (Re- 
ferring to  paper.)     No,  I  think  not. 

Q.  Then  it  is  a  fact,  Mr.  McCurdy,  that  you  and  those  related 
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to  you,  either  in  family  or  in  a  business  way,  were  not  prior  to 
1898  in  control  of  the  Morristown  Trust  Company?  A.  No — 
well,  I  was  on  the  Board  of  Directors. 

Q.  I  mean  owning-  a  majority  of  the  stock?  A.  Oh,  no,  no, 
only  a  small  amount. 

Q.  Was  there  a  subsequent  increase  of  capital  stock  after  the 
increase  to  two  hundred  thousand  dollars  ?  A.  Apparently  there 
was  an  increase  of  another  hundred  thousand  dollars  in  1899. 

Q.  Is  that  the  last  ?  A.  No,  at  which  time  I  see  that  the  surplus 
and  profits  had  arisen  to  $537,918,  and  the  deposits  to  $2,279,258, 
and  the  depositors  to  2,305.  The  next  year,  1900,  the  capital  was 
three  hundred  thousand  dollars,  its  surplus  $603,161,  these  depos- 
its had  increased  to  $3,286,088,  and  the  depositors  to  2,780.  The 
next  year,  apparently  on  the  2d  of  January,  the  capital  was  in- 
creased— was  doubled — increased  to  six  hundred  thousand  dol- 
lars. 

Q.  Prior  to  that  increase,  what  was  the  interest  of  the  Mutual 
Life  Insurance  Company  in  that  company?  A.  I  don't  recollect. 
■Have  you  it  here,  Mr.  Timpson  ? 

MR.  TIMPSON :  No,  but  I  expect  to  have  it  here  in  a  mo- 
ment. 

THE  WITNESS :  I  will  have  it  for  you,  Mr.  Hughes. 

Q.  The  present  capital  stock  is  six  hundred  thousand  dollars? 
A.  Yes. 

Q.  Of  which  the  Mutual  Life  owns  in  par  value  $175,000? 
A.  If  that  is  the  record,  yes. 

Q.  How  largely  are  you  and  other  members  of  your  family,  or 
those  who  are  officers  of  the  Mutual  Life,  now  interested  in  that 
company  ?    A.  I  have  five  hundred  and  twelve  shares. 

Q.  Are  there  any  other  officers  of  the  Mutual  Life  who  are 


21 18 


Testimony  of  Richard  A.  McCurdy 

interested  in  it?  A.  Following  the  same  rule  which  I  have  en- 
deavored to  exemplify  before,  several  of  the  members  of  the  Fin- 
ance Committee  are  of  the  Executive  Committee  of  that  company, 
for  the  protection  and  safeguarding  of  the  investment  of  the  Mu- 
tual Life. 

Q.  Well,  are  they  considerable  stockholders  ?  A.  I  cannot  tell 
you. 

Q.  You  don't  know  as  to  that?    A.  No. 

Q.  Is  Mr.  Thebaud  a  stockholder?  A.  I  don't  know  of  my 
own  knowledge.    I  presume  he  is. 

Q.  You  don't  know  to  what  extent  ?    A.  No.    I  hope  he  is. 

Q,.  I  see  by  the  statement  you  have  furnished  of  the  holdings 
of  your  company,  that  the  book  value — in  the  first  place,  that  the 
dividends  are  eighteen  per  cent.?    A.  Yes. 

Q.  How  long  have  the  dividends  been  eighteen  per  cent.  ?  A. 
I  think  they  practically  increased  at  the  rate  of  two  per  cent,  per 
annum  for  a  number  of  years  past,  beginning  with  six  per  cent., 
and  the  first  few  years  I  think  they  paid  no  dividends. 

Q.  Then  they  paid  six  per  cent,  about  1899,  and  there  has  been 
an  annual  increase  of  about  two  per  cent,  since  then,  bringing  it 
up  to  eighteen  per  cent.?  A.  Yes,  with  every  prospect  of  its 
being  increased  to  twenty  per  cent,  on  the  31st  of  December. 

Q.  I  see  in  your  statement  the  stock  is  put  down  at  a  book 
value  of  three  hundred  on  the  books  of  the  company.  That  is  a 
book  value  of  three  hundred  dollars  for  the  whole  1,750  shares? 
A.  Is  that  right,  Mr.  Timpson? 

MR.  TIMPSON:   Yes. 

MR.  HUGHES :  You  have  not  here  the  data  of  the  purchases  ? 

MR.  TIMPSON:  No. 
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Q.  It  is  also  stated  in  the  company's  statement  that  the  market 
value  as  of  June  30th,  is  $725  ?    A.  Yes. 

Q.  That  you  believe  to  be  the  present  value?  A.  No,  it  is  less 
than  the  present  value. 

Q.  The  present  value  is  more  than  that  ?  A.  The  present  value 
is  more  than  that.  I  bought  some  myself,  oh,  within  six  months 
at  considerably  more  than  that.  If  you  will  allow  me  to  state, 
showing  the — I  think  it  is  only  fair,  with  regard  to  that  invest- 
ment, that  it  has  over  four  thousand  six  hundred  depositors,  and 
it  has  $7,900,000,  and  the  Mutual  Life  Insurance  Company — what 
is  its  deposits  now? 

MR.  TIMPSON :  Two  hundred  thousand  dollars,  I  think. 

THE  WITNESS  :  Two  hundred  thousand  dollars.  The  Mutual 
Life  Insurance  Company's  deposits  is  two  hundred  thousand 
dollars,  and  at  a  time  within  the  past  year,  when  the  highest  point 
it  ever  reached  was  two  hundred  -and  fifty  thousand  dollars,  the 
Mutual  Life  Insurance  Company  was  number  twenty  on  the  list 
of  large  depositors.  In  other  words,  there  were  nineteen  de- 
positors in  the  company  that  had  practically  permanent  deposits 
larger  than  that  of  the  Mutual  Life  Insurance  Company. 

Q.  What  rate  does  the  Morristown  Trust  Company  pay  the 
Mutual  Life  for  its  deposits?  A.  Well,  subject  to  correction  if 
I  am  not  accurate,  it  paid  the  same  rate  that  our  other  depositaries 
paid,  from  two  to  two  and  one-half  per  cent. 

Q.  Has  it  paid  more  than  two  per  cent.?  A.  I  think  that  re- 
cently, since  the  present  demand  for  money  has  increased,  it  has 
raised  its  rate  to  three  per  cent.    Is  that  right,  Mr.  Timpson? 

MR.  TIMPSON :  That  is  right. 
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Q.  How  recently?    A.  Within  a  few  weeks. 
Q.  Do  you  mean  since  the  ist  of  September?    A.  Well,  what 
is  the  date? 

MR.  TIMPSON :  Yes,  the  ist  of  October. 

THE  WITNESS :   Since  the  present  demand  for  money,  it  has 
only  been  a  few  weeks. 

MR.  TIMPSON :   The  money  rates  changed  after  the  ist  of 
September. 

Q.  The  present  rate,  then,  is  three  per  cent.?     A.  So  I  am 
informed. 

MR.  TIMPSON :   That  is  right. 

MR.  HUGHES :  What  was  the  rate  previously? 

MR.  TIMPSON:    For  sometime  two  per  cent.,  and  I  think 
there  were  at  times  two  and  one-half  per  cent,  and  three  per  cent. 

MR.  HUGHES :     Has  it  not  been  for  a  long  time  two  per 
cent.  ? 

MR.  TIMPSON :     When  money  was  easier  it  was  two  per 
cent. 

MR.  HUGHES:     Without  fluctuation  it  has  been  two  per 
cent,  for  three  or  four  years  prior  to  1905  ? 

MR.  TIMPSON:     I  think,  as  Mr.  McCurdy  has  testified. 
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our  general  depositaries  have  paid  that  and  I  think  its  rate 
has  been  that  for  several  years. 

Q.  You  are  a  director  of  the  Morristown  Trust  Company? 
A.  Yes. 

Q.  Do  you  know  what  the  Morristown  Trust  Company  has 
paid  its  other  depositors  for  money?    A.  Three  per  cent. 

Q.  Three  per  cent.?    A.  Yes. 

Q.  How  long  has  the  Morristown  Trust  Company  paid 
other  depositors  three  per  cent.?    A.  A  good  many  years. 

Q.  Continuously?  A.  I  think  the  limit  is  $ioo.  If  you  will 
allow  me  to  explain  that 

Q.  Certainly,  explain  fully.  A.  For  those  other  deposits, 
like  most  banking  institutions,  it  has  to  drum,  it  has  to  resort 
to  advertising  methods,  constantly  keeping  it  before  the  local 
public  and  the  surrounding  communities,  and  the  deposits  on 
which  it  pays  interest  run  from  $ioo  up,  and  those  are  the  cur- 
rent small  depositors  that  it  endeavors  to  solicit  in  order  to  dis- 
tribute its  business  and  to  gain  permanent  accounts  through 
an  essentially  farming  and  country  neighborhood,  and  it  ad- 
vertises that,  that  it  pays  three  per  cent,  on  deposits  in  order 
to  capture  deposits  which  otherwise  would  not  come  to  it. 
I  suppose — no,  I  don't. 

Q.  Then  it  advertises  that  it  pays,  and  does  pay,  three  per 
cent,  interest  on  the  ordinary  deposits  made  with  it,  that  is 
on  the  average  balances?  A.  Ordinary  small  deposits,  but  I 
know,  as  a  matter  of  fact,  that  when  any  large  sum  of  money 
is  deposited  with  the  company  it  is  a  question  generally-  of 
bargain  as  to  what  interest  they  will  allow,  because  manifestly 
a  company  of  that  size,  although  very  creditable  indeed  and 
very  successful  and  very  safe  and  very  well  managed,  can't 
take  deposits  of  a  large  amount,  such  as  one  hundred  and 
fifty,  two  hundred,  three  hundred  or  five  hundred  thousand 
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dollars  there  if  subject  to  call  at  any  time  and  agree  to  pay 
them  as  much  as  they  can  to  a  man  who  deposits  a  thousand 
dollars  and  wants  to  draw  fifty  dollars  at  a  time.  It  is  a  very 
different  thing. 

Q.  You  haven't  any  doubt,  Mr.  McCurdy,  but  what  the 
Morristown  Trust  Company  can  afford  to  pay  the  Mutual 
Life  three  per  cent.  ?  A.  I  think  that  the  amount  that  the  Mor- 
ristown Trust  Company  can  afford  to  pay  is  governed  largely 
by  the  views  of  its  president,  and  I  think  it  is  highly  probable 
that  the  Morristown  Trust  Company,  being  a  country  institu- 
tion, would  feel  that  it  could  not  afford  to  pay  within  one 
per  cent,  to  a  large  depositor  who  is  liable  to  draw  on  it  at 
any  moment,  as  much  as  it  could  afford  to  pay  on  small  de- 
posits to  be  drawn  out  in  small  amounts. 

Q.  With  regard  to  the  liability  to  draw  on  it  at  any  moment, 
what  is-  the  lowest  amount  which  you  have  had  on  deposit? 
When  I  say  you,  I  mean  the  Mutual  Life,  in  the  Morristown 
Trust  Company  since  the  ist  of  January,  1900?  A.  Oh,  I  don't 
think  I  can  say. 

Q.  Has  it  ever  been  lower  than  $200,000? 

THE  WITNESS:  Timpson,  when  did  you  make  our 
first  deposit? 

MR.  TIMPSON:  I  haven't  any  idea.  It  is  some  years 
ago. 

Q.  Well,  I  have  here  the  sheets  of  the  bank  balances  that 
have  been  furnished  by  your  company?    A.  Very  good. 

Q.  And  looking  at  them  hastily  it  struck  me  that  $200,000 
was  the  lowest.  If  I  am  in  error,  please  correct  me.  A.  For 
a  number  of  years  it  was  $70,000.     I  am  not — here  I  have  a 
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memorandum  from  the  president  of  the  company,  average  bal- 
ance carried  for  the  last  twelve  and  a  half  years  $154,800. 

Q.  That  is  the  last  twelve  years.  Now  I  am  speaking  of 
the  period  beginning  January  i,  1900.  I  am  not  asking  for 
the  average  balance,  whether  it  has  been  daily  $200,000  during 
that  period?    A.  No,  is  hasn't. 

MR.  TIMPSON :     I  think  not,  Mr.  Hughes. 

Q.  That  is  not  an  active  account,  is  it?  A.  Well,  I  don't  know 
what  drafts  have  been  drawn  on  it  and  repaid.  The  average 
balance  is,  as  I  say. 

MR.  HUGHES :  Well,  Mr.  Timpson,  perhaps  you  can  tell 
us — is  that  an  active  account? 

MR.  TIMPSON:  Well,  no,  sir;  I  shouldn't  describe  it  as 
an  active  account. 

MR.  HUGHES :  No.  How  many  checks  were  drawn  on  it 
in  the  year  1904? 

MR.  TIMPSON:     I  haven't  any  idea. 

MR.  HUGHES:     Very  few? 

MR.  TIMPSON :     I  should  imagine  a  very  few,  yes,  sir. 

Q.  Now,  as  a  matter  of  fact,  Mr.  McCurdy,  with  the  Mutual 
Life  owning  1,750  shares  and  you  owning  512  shares  out  of  a 
total  of  6,000,  and  having  maintained  since  the  ist  of  January, 
1900,  a  balance  with  the  Morristown  Trust  Company  that 
never    went    below    $200,000    there    really    was    not    much 
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to  fear  on  the  part  of  that  company  that  this  would  be  with- 
drawn to  lead  it  to  refuse  a  higher  rate  of  interest?  A.  You 
are  getting  into  abstract  questions  which  may  or  may  not  have 
been  the  case.  You  speak  of  me  having  512  shares  of  the 
stock.  I  wish  I  had  had  them  in  the  beginning.  I  bought 
these  in  the  market  wherever  I  could  find  them. 

Q.  Well,  that  was  not  the  point,  you  know,  Mr.  McCurdy? 
A.  Five  and  ten  shares  at  a  time. 

Q.  I  was  not  criticizing  your  ownership,  but  upon  the  basis  of 
your  large  interest  and  of  the  company's  large  interest  I  was 
directing  your  attention  to  the  question  of  how  much  there  was 
in  the  fear  on  the  part  of  the  Morristown  Trust  Company  that  this 
deposit  would  be  suddenly  withdrawn  which  would  influence  it  in 
refusing  to  pay  more  than  two  per  cent'  interest?  A.  I  can't 
answer  for  the  operation  of  the  mind  of  the  president  and  his 
board. 

Q.  Now,  apart  from  that  what  is  the  aggregate  of  the  deposits 
upon  which  the  Morristown  Trust  Company  paid  3  per  cent  in- 
terest ?    A.  I  couldn't  tell  you,  sir. 

Q.  Well,  don't  they  aggregate  many  millions  of  dollars?  A. 
I  can't  tell  you. 

Q.  Well,  don't  they  aggregate  a  sum A.  As  I  told  you  here 

— well,  as  I  say,  the  only  memorandum  I  picked  up  was  yesterday 
morning  coming  in  on  the  train,  that  some  odds  and  ends  of 
figures  were  given  me,  but  I  should  probably  say  that  the  Mutual 
Life  standing  twentieth  of  the  list  of  large  depositors,  that  all  the 
rest  of  those  large  depositors  did  not  receive  more  than  the 
amount  paid  to  the  Mutual  Life. 

Q.  Well  do  you  know  about  that  yourself,  or  is  that  a  mere 
inference?  A.  You  are  asking  for  a  great  many  inferences,  and 
I  took  the  liberty  of  inferring. 

Q.  I  merely  wanted  to  identify  it,  that  is  all.    A.  That  is  all. 
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it  is  an  inference ;  it  is  an  inference'  that  that  would  be  a  matter 
of  bargain  in  each  case. 

Q.  Now,  what  I  was  asking  you  was,  not  what  was  paid  their 
large  depositors,  which,  as  you  say,  would  be  a  matter  of  bargain- 
ing, but  the  amount  of  deposits  on  the  aggregate  on  which  the 
Morristown  Trust  Company  was  paying  three  per  cent.  Have 
you  any  idea  as  to  that?  A.  I  couldn't  give  you  any  idea  as  to 
the  proportion. 

Q.  As  to  whether  it  would  reach  a  million  dollars  ?  A.  I  can't 
give  you  any  idea  as  to  the  proportion. 

Q.  Well,  has  there  been  any  effort  made  on  the  part  of  the 
Mutual  Life  to  drive  a  bargain  with  the  Morristown  Trust  Com- 
pany to  secure  a  larger  rate  of  interest?  A.  I  presume  that  the 
rate  of  interest  paid  at  all  times  has  been  a  matter  of  agreement. 
You  call  it  a  bargain.  There  was  quite  a  long  time  last  year  when 
money  wasn't  worth  over  one  per  cent,  and  when  the  Morristown 
Trust  Company  kept  right  along  and  paid  two  per  cent,  and  when, 
theoretically,  at  all  events,  it  lost  one  per  cent  on  every  dollar 
the  company  had  with  it. 

THE  WITNESS  (to  Mr.  Timpson)  :  How  long  did  that 
period  continue  last  year  when  money  went  down  so  low? 

MR.  TIMPSON :  I  can't  remember.    For  some  time. 

THE  WITNESS:  Several  months,  wasn't  it? 

MR.  TIMPSON :  I  think  so. 

Q.  Well,  whether  it  was  several  months  or  not  might  be  debat- 
able, but  for  whatever  time  it  did  continue,  it  would  only  be  fair 
to  compare  that  with  a  much  longer  time  when  the  rates  of  money 
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were  more  than  two  per  cent,  wouldn't  it?  A.  Just  as  you  may 
think  about  it. 

Q.  And  so  if  you  have  two  parties  dealing  with  each  other  at 
arm's  length,  as  the  expression  is,  and  anxious  to  get  a  fair  return 
for  the  money,  probably  if  this  deposit  was  of  special  value  to  the 
Morristown  Trust  Company,  it  could  have  been  led  to  pay  more 
than  two  per  cent,  could  it  not  ?  A.  I  think  you  overlook  the  fact 
that  the  company,  as  a  holder  of  stock  of  the  company  to  the 
extent  of  some  1,700  shares,  which  has  increased  from  small  rates 
to  what  you  have  read  just  now  as  the  market  value  of  the  stock, 
had  participated  very  greatly,  berth  in  the  atmual  increase  of 
dividends  from  six  per  cent  to  eighteen,  and  also  in  the  value  of 
its  investments.    Those  things  are  perfectly  legitimate  to  consider. 

Q.  Yes,  I  agree  with  you.  A.  Now,  here  I  find  that,  on  De- 
cember 12,  1898,  the  company  bought — I  presume  that  was  on 
the  increase  of  capital  which  I  have  testified  to — made  an  invest- 
ment, at  all  events,  of  $250,000. 

Q.  By  the  way,  have  you  the  dates  of  the  purchases  and  the 
amount?     A.  I  have. 

Q.  If  you  will  read  them  on  the  record  I  will  be  glad  to  have 
them.  A.  December  12,  1898,  the  Mutual  Life  Insurance  Com- 
pany bought  a  thousand  shares  at  250,  which  cost  it  $250,000; 
December  31,  1901,  it  sold  12,500  shares  at  700,  for  which  it  had 
paid  250,  and  on  which  125  shares  it  made  a  profit  of  $31,250, 
leaving  its  investment  8,750  shares  at  250,  which  would  amount 
to 

Q.  You  mean  875,  not  8,750?    A.  87,500. 

Q.  875  ?  A.  87,500  at  250  cost  price  would  amount  to  $218,750 
and  in  January  2  it  brought — that  was  it;  it  was  entitled  on 
the  next  increase  of  the  capital  stock  to  a  pro  rata  of  the  in- 
creased holding,  then  875  shares  at  250,  on  January  2,  1902,  it 
was  awarded  the  opportunity  of  pro  rating  its  subscription, 
which  it  availed  itself  of,  and  it  bought  that  stock  at  350,  costing 
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$306,250.  It  then  held  750  shares  which  cost  it  $525,000  less 
the  protit  on  the  shares  I  have  recited  sold  at  $56,250,  making 
1,750  shares  stand  in  on  its  books, at  267.8,  in  value  $468^750. 
It,  as  I  have  said,  pays  18  per  cent  per  annum  or  equivalent  to 
6%  per  cent  upon  the  investment  of  the  company  from  the  time 
which — I  believe;  I  am  not  sure  about  that.  The  market  value 
July  30th  or  June  30th  was  put  down— what  were  they  carried 
at? 

Q.  525,  it  says  there.  A.  At  525,  making"  $918,750,  or  a  profit 
on  the  net  investment  to  the  company  of  $450,000,  with  an  aver- 
age return  of  6%  per  cent,  at  which  it  stands  on  the  company's 
books. 

Q.  So  that  your  opinion  is  that  the  matter  of  deposit  should 
not  be  looked  at  from  the  standpoint  of  what  the  company  could 
get  if  it  was  making  a  bargain  for  the  use  of  its  money,  but 
should  be  looked  at  with  this  in  view,  that  the  company  would 
have  the  right  to  favor  somewhat  a  company  in  which  it  had  such 
a  large  interest,  and  from  which  it  was  making  such  large 
returns?  A.  I  think  the  fact  that  it  had  made  so  large  and  so 
profitable  an  investment  in  the  stock  of  the  company  and  was 
participating  in  it  all  the  time,  ought  to  be  taken  into  considera- 
tion in  any  bargain  that  was  made  with  that  company  as  to  the 
care  and  custody  of  considerable  amounts  of  its  own  funds. 

Q.  And  it  was  taken  into  consideration?  A.  I  have  no  doubt 
of  it. 

Q.  And  the  rate  was  lower  than  it  otherwise  would  have  been? 
A.  Why,  you  are  putting  the  question  in  your  own  way.  Why, 
I  am  willing  to  admit  that  is  your  assumption. 

Q.  Yes.    That  is  not  very  much  of  an  admission. 

BY  MR.  COX : 

Q.  Did  you  yourself  carry  a  deposit  there  personally,  Mr. 
McCurdy?    A.  What? 
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Q.  I  say  did  you  yourself  carry  a  deposit  with  this  trust  com- 
pany personally?    A.  Yes. 

Q.  Were  you  paid  interest  on  that  deposit?  A.  I  presume  I 
was. 

Q.  Do  you  know  what  rate  of  interest  you  received?  A.  I 
don't  know,  but  I  presume  I  got  three  per  cent,  as  all  miscellane- 
ous depositors  of  very  moderate  amounts — I  wish  my  deposit  had 
been  a  great  deal  larger,  but  it  hasn't  been  very  large,  and  I  have 
no  doubt  but  what  I  received  what  was  paid  to  other  miscellane- 
ous depositors. 

BY  MR.  HUGHES: 

Q.  Well,  the  fact  is,  Mr.  McCurdy,  that  when  the  Morristown 
Trust  Company  couldn't  get  the  deposits  without  paying  three  per 
cent.,  they  were  willing  to  pay  three  per  cent.  ?  A.  That  I  don't 
know.  If  you  can  get  Mr.  Freeman,  although  he  is  not  a  resi- 
dent, I  fancy — ^he  lives  in  Jersey — if  you  would  get  him  here  he 
would  answer  your  question. 

Q.  I  find  at  times,  or  at  least  one  time,  the  amount  deposited  with 
the  Morristown  Trust  Company  has  increased  for  a  brief  period, 
for  example,  in  January,  1902,  the  amount  deposited  with  the 
Morristown  Trust  Company  was  $400,000,  according  to  the  state- 
ment here,  it  being  $200,000  at  times  immediately  preceding  and 
immediately  succeeding.  Do  you  know  the  explanation  of  that? 
A.  I  don't  look  after  the  bank  deposits.  That  is  in  the  treasurer's 
department. 

Q.  Well,  do  you  know  of  any  occasions  upon  which  moneys 
have  been  placed  with  the  Morristown  Trust  Company  for  any 
special  purpose?    A.  No. 

Q.  Have  loans  been  made  to  the  Morristown  Trust  Company? 
A.  No. 
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THE  WITNESS:  Have  they,  Mr.  Timpson? 

MR.  TIMPSON :  Not  to  my  knowledge. 

Q.  That  has  never  been  done? 

MR.  TIMPSON :   No. 

MR.  HUGHES :  Moneys  have  never  been  put  with  the  Mor- 
ristown  Trust  Company  to  enable  it  to  enter  into  any  financial 
operation  that  it  might  desire  to  outside  of  the  regular  current 
deposits  of  a  couple  of  hundred  thousand  dollars? 

MR.  TIMPSON :   Not  that  I  know  of. 

MR.  HUGHES :   Are  these  figures  here  now  ? 

MR.  TIMPSON :  Yes,  here  they  are. 

MR.  HUGHES :  Before  we  take  up  another  matter,  if  you 
will  withdraw,  Mr.  McCurdy,  I  will  go  over  the  figures. 

JAMES  TIMPSON,  recalled,  testifies  as  follows : 

BY  MR.  HUGHES : 

Q.  Now,  Mr.  Timpson,  with  regard  to  the  Brooklyn  Wharf 
&  Warehouse  Company,  have  you  got  the  figures  ?    A.  Yes,  sir. 

Q.  What  was  the  capitalization  of  the  Brooklyn  Wharf  & 
Warehouse  Company?  A.  Capitalized  at  seventeen  and  one-half 
millions  first  mortgage  bonds ;  two  and  a  half  millions,  preferred 
A  stock ;  five  millions,  preferred  B  Stock ;  five  millions,  common 
stock ;  thirty  millions  in  all. 
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Q.  What  was  the  interest  of  the  Mutual  Life?  A.  The  Mutual 
Life  bought  $3,5cx),ooo  bonds  at  96  and  interest.  They  then  sold 
one  million  of  bonds  at  I02j^  and  interest,  showing  a  profit  of 
$65,000.  They  afterward  bought  $750,000  of  bonds  at  from  95 
to  97  and  interest,  leaving  a  net  investment  of  three  millions  two 
hundred  and  fifty  thousand  bonds  costing  96.10  and  interest. 

Q.  Now,  just  a  moment.  How  were  the  various  properties 
acquired  by  that  company  paid  for,  in  bonds?  A.  Well,  they 
were  paid  for,  if  I  recoUea.  nghtly,  Mr.  Hughes — I  am  testifying 
now  entirely  from  recollection — were  paid  for  partly  in  securi- 
ties, and  partly  in  cash;  it  was  a  bargain  made,  I  think,  by  Mr. 
Mclntyre,  who  organized  the  Brooklyn  Wharf  &  Warehouse 
Company. 

Q.  Mr.  Thomas  A.  Mclntyre?    A.  Mr.  Thomas  A.  Mclntyre. 

Q.  How  was  the  cash  raised?  A.  Well,  what  cash  was  neces- 
sary^as  I  stated,  some  of  the  properties  were  paid  for  in  securi- 
ties  

Q.  Well,  in  securities — you  mean  in  bonds?  A.  I  mean  the 
property  owners  received  securities,  in  some  cases  bonds,  in  some 
cases  stock,  and  in  some  cases  some  common  stock,  in  some  cases 
preferred  stock.  I  know  in  one  case  in  particular  the  owners  of 
the  properties  insisted  on  having  common  stock. 

Q.  There  is  no  accounting  for  tastes?  A.  In  answering  your 
question  the  money  was  raised  in  the  formation  of  the  company 
by  selling  bonds  to  the  bankers,  and  a  few  moments  ago  I  stated 
that  the  United  States  Security  &  Trust  Company  organized  that. 
The  trust  companies  interested  in  that  organization  were  the 
United  States  Mortgage  &  Trust  Company,  the  Central  Trust 
Company  and  the  Guaranty  Trust  Company,  the  three  issuing 
houses. 

Q.  What  amount  of  the  stock  of  the  company  was  set  aside 
for  promotion  purposes?    A.  I  don't  think  any,  sir. 

Q.  What  amount  of  stock  went  to  those  who  developed  the- 
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enterprise  apart  from  the  vendors  of  the  properties?  A.  I 
don't  know,  sir.  Do  you  mean  the  bankers  and  trust  com- 
panies, sir? 

Q.  Yes,  the  bankers  and  the  trust  companies  and  the  per- 
sons who  were  interested  in  getting  it  up.  They  were  not 
working  for  their  health,  were  they?  A.  I  don't  know  that. 
The  bankers — I  only  know  about  the  banking  end  of  it,  and 
so  far  as  I  know  the  trust  companies  received  no  bonuses  in 
stock  of  any  kind.  They  paid  96  for  the  bonds,  and  my  recol- 
lection is  that  they  also  subscribed  at  par  and  interest  to  some 
of  the  preferred  A  stock  coming  after  the  bonds.  I  think  in- 
dividuals subscribed  to  some  of  the  preferred  A  stock. 

Q.  Do  you  get  any  of  the  stock?  A.  I  bought  some  pre- 
ferred A  stock,  and  paid  par  for  it,  I  think. 

Q.  Did  you  get  any  of  the  common  stock?  A.  No,  sir,  ex- 
cept the  five  shares  that  I  paid  $100  a  share  for  to  qualify  me 
as  a  director  of  the  company. 

Q.  Did  any  of  the  common  stock  go  through  your  hands? 
A.   No,  sir. 

Q.  I  mean  by  that  did  you  receive  any  for  any  other  per- 
son? A.  No,  sir;  there  were  no  bonuses  of  common  stock 
given  at  that  time. 

Q.  Then,  do  I  understand  that  all  the  common  stock  as  well 
as  the  preferred  stock  went  to  the  vendors  of  the  properties,  or 
were  paid  for  in  cash  ?  A.  That  I  don't  know.  Mr.  Mclntyre 
organized  the  company.  The  bankers  didn't  organize  the  com- 
pany. Mr.  Mclntyre  may  have  had  stock  left  over  that  wasn't 
necessary  in  the  formation  of  the  company.  That  is  a  thing 
that  I  couldn't  testify  to. 

Q.  Were  not  you,  and  Mr.  George  W.  Young,  connected 
with  Mr.  Mclntyre  in  that  organization?     A.  No,  sir. 

Q.   What  did  you  personally  have  to  do  with  it?    A.   I  was  a 
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director  of  the  United  States  Mortgage  &  Trust  Company, 
sir,  and  I  was  a  director  of 

Q.  What  was  the  syndicate  to  which  you  referred  a  moment 
ago?  A.  The  syndicate,  sir,  was  the  syndicate  formed  to 
purchase  the  bonds.  The  Mutual  Life,  if  you  will  notice, 
paid  96  for  the  bonds,  as  I  have  testified. 

Q.  Yes.  A.  That  was  the  original  cost  to  the  United  States 
Mortgage  &  Trust  Company  and  showed  the  banks  and  the 
other  trust  companies  no  profits. 

Q.  You  mean  a  syndicate  to  purchase  how  many  bonds  ?  A. 
That  I  don't  recollect,  sir. 

Q.  And  do  you  mean  that  it  was  simply  a  turn-over  syndi- 
cate that  took  and  sold  at  the  same  price?  A.  I  mean  to  say 
that  the  Mutual  Life  participated  at  practically  the  net  actual 
first  cost  to  the  bankers.  The  bankers,  in  other  words,  made 
no  profits  out  of  the  purchase  by  the  Mutual  Life  of  three  and 
a  half  millions  of  bonds. 

Q.  Were  there  other  purchases  of  bonds?  A.  Yes,  sir,  a 
great  many. 

Q.  From  which  a  profit  was  made?     A.  I  think  so,  sir. 

Q.  Did  the  Mutual  Life  share  in  the  profits  derived  from 
the  other  purchases?  A.  Yes,  they  did,  because  they  sold  a 
million  bonds  at  102%. 

Q.  I  mean  apart  from  what  they  got  on  their  own  sale?  A. 
No,  sir. 

Q.  Did  they  get  anything  on  the  sales  matie  to  others?  A. 
No,  sir;  they  were  not  interested  in  any  other  profits. 

Q.  Were  any  officers  of  the  Mutual  Life  in  any  way  inter- 
ested in  that  matter?  A.  That  I  don't  know,  sir;  I  couldn't 
testify. 

Q.  Did  you  know  who  were  interested  at  the  time?  A.  I 
may  have  at  the  time,  yes,  sir. 
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Q.  Have  you  got  any  memorandum  which  will  show  who 
were  interested?    A.  No,  sir;  no,  sir;  I  have  not,  sir. 

Q.  Don't  you  recall  any  of  the  persons  who  were  interested? 
I  don't  want  to  go  through  the  roll  of  names  of  men  who  were 
connected  with  the  company,  and  I  would  like  to  have  you 
state  who  the  persons  were  who  really  were  interested.  A.  I 
can't  testify  accurately  as  to  that,  Mr.  Hughes.  I  have  no 
doubt  I  can  get  you  that  information. 

Q.  Well,  I  would  Hke  to  have  you  get  that  information.  If 
you  have  any  memory  now,  I  would  be  glad  to  have  you  state 
it?  A.  No,  sir;  I  would  prefer  to  testify  accurately  on  the 
matter. 

Q.  When  can  you  get  it  for  me?  A.  I  can  get  it  probably 
from  the  Mortgage  Company,  sir. 

Q.  Will  you  have  it  here  at  2  o'clock?  A.  I  will  try  to  do 
so,  sir. 

Q.  I  would  like  to  have  what  persons  interested  in  the  Mu- 
tual Life  Insurance  Company  as  officers,  employees,  or  trus- 
tees, acquired  any  bonds  or  stock  in  that  company  in  any  way? 
A.  Of  the  Brooklyn  Wharf  and  Warehouse  Company? 

Q.  Yes.  A.  That  is  a  pretty  general — a  pretty  large  ques- 
tion to  answer. 

Q.  Well,  do  the  best  you  can  with  it.  A.  Will  you  repeat 
that  question,  Mr.  Hughes. 

Q.  I  say  I  would  like  to  get  what  officers,  employees,  or 
trustees  of  the  Mutual  Life  Insurance  Company  acquired  any 
interest  in  any  bonds  or  stock  of  the  Brooklyn  Wharf  and 
Warehouse  Company?  A.  Well,  that  is  a  question,  sir,  that 
I  think  someone  from  the  Mortgage  Company — I  can  perhaps 
get  that  information.     I  can't  answer  it. 

Q.  You  can  get  the  information.  There  is  no  reason  for  me 
subpoenaing  all  the  officers  to  try  and  find  the  right  man,  if 


2134 


Testimony  of  James  Timpson 

you  can  get  it.  A.  You  mean  any  interest  in  the  subscribers 
at  the  issue? 

Q.  In  any  way.  Now,  let  us  go  a  step  further.  After  this 
company  was  organized  you  became  one  of  the  directors? 
You  represented  the  Mutual  Life  Insurance  Company?  A. 
That  is  right,  sir. 

Q.  On  the  Board?    A.  That  is  right,  sir. 

Q.  Mr.  George  W.  Young  represented  the  United  States 
Mortgage  &  Trust  Company  on  the  Board  ?  A.  That  is  right, 
sir. 

Q.  Now,  how  did  that  Brooklyn  Wharf  and  Warehouse 
Company  operate,  at  a  profit?     A.  That  I  can't  tell  you,  sir. 

Q.  Well,  did  it  operate  at  all  at  a  profit?    A.  I  think  so,  sir. 

Q.  When  was  it  reorganized?  A.  I  have  a  memorandum 
that  the  $3,250,000  that  the  company  owned  in  the  Brooklyn 
Wharf  and  Warehouse  Company  were  exchanged  for  New 
York  stock  securities,  on  October  11,  1901 

Q.  Reorganized  October,  1901  ?  A.  I  take  it  that  was  the 
date,  sir. 

Q.  Now,  what  was  the  history  of  the  company  in  the  interval 
between  the  time  of  its  organization  about  1895,  and  of  its  reor- 
ganization in  1901  ?  A.  I  don't  understand  the  nature  of  the 
question,  sir.    What  do  you  mean  by  the  history? 

Q.  History,  the  financial  history.  What  was,  in  a  general  way, 
the  result  of  its  operations?  Did  it  make  money  or  lose  money? 
Did  it  pay  dividends?  A.  It  made  money  for  awhile.  It  paid 
dividends  on  its  preferred  stock. 

Q.  What  dividends  did  it  pay?  A.  Five  per  cent,  on  its  pre- 
ferred A  stock. 

Q.  Did  it  pay  any  dividends  on  its  common  stock?  A.  I  think 
not. 

Q.  For  no  time  ?    A.  I  think  not. 

Q.  For  how  long  a  time  did  it  pay  five  per  cent,  on  its  pre- 
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f erred  A  stock?     A.    That  I  couldn't  testify  to,  without  refer- 
ring to  papers. 

Q.  What  led  to  its  reorganization?  A.  The  fact  it  was  not 
earning  sufficient  money  to  pay  its  interests  and  operating  ex- 
penses, I  presume. 

Q.  When  did  that  happen  ?    A.  Sometime  previous  to  October, 
1901. 
Q.  How  long  previous?    A.  That  I  don't  know,  sir. 
Q.  When  did  it  default  on  its  interest  ?    A.  That  I  don't  know. 
In  fact,  I  couldn't  testify. 

Q.  The  fact  was  a  time  did  come  when  it  could  not  pay  its 
interest  and  could  not  pay  its  operating  expenses,  and  it  was  nec- 
essary to  reorganize  ?    A.  I  think  that  is  the  fact,  sir. 
Q.  Had  to  raise  more  money?    A.  No,  sir. 
Q.  Scale  the   securities?     A.  Yes,   sir. 

Q.  Now,  the  reorganized  company  was  the  New  York  Dock 
Company?    A.  That  is  right. 

Q.  What  was  its  capital  and  funded  debt?  A.  Well,  I  haven't 
that  here,  Mr.  Hughes.  I  will  testify  from  memory,  if  you  wish 
me  to. 

Q.  Yes,  give  it  subject  to  correction.  A.  The  New  York  Dock 
Company  had  an  issue  of  thirteen  million  four  per  cent,  bonds. 
My  recollection  is  about  eleven  and  a  half  millions  had  been 
issued. 

Q.  So,  in  lieu  of  the  seventeen  and  a  half  million  of  the  bonds 
of  the  former  company,  there  were  thirteen  millions  of  the  bonds 
of  the  new  company?    A.  That  is  it. 

Q.  The  funded  debt  being  reduced?  A.  Yes,  sir.  They  were 
not  all  issued.  There  were  eleven  and  a  half  million  of  those 
bonds  issued  of  the  thirteen  millions. 

Q.  So  that  in  effect  the  charge  upon  these  properties  was  re- 
duced to  eleven  millions.    A.  That  is  right,  sir,  at  the  start. 
Q.  At  the  start,  and  that  was  a  necessary  reduction,  because. 
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of  the  fact  that  the  company  could  not  sustain  the  burden  that 
the  other  charge  put  upon  it.  A.  Well,  I  don't  want  to  admit 
that,  Mr.  Hughes.  When  a  property  is  being  reorganized  very 
often  the  securities  are  scaled  beyond  what  is  necessary,  and  that 
proved  to  be  in  this  case,  because  the  New  York  Dock  Company 
is  now  paying  a  dividend  on  its  preferred  stock  of  two  per  cent., 
and  earning  about  six  per  cent. 

Q.  It  may  have  been  scaled  too  much,  but  the  fact  that  a  scal- 
ing to  some  extent  was  necessary  was  apparent?  A.  That  is 
right,  sir. 

Q.  What  is  the  capital  stock  of  the  New  York  Dock  Com- 
pany? A.  Ten  millions  preferred  and  seven  millions  common 
stock,  subject  to  correction,  Mr.  Hughes. 

Q.  So  that  the  total  securities  in  the  bonds  and  stocks  of  the 
New  York  Dock  Company  were  how  much?  A.  The  New  York 
Dock  Company,  thirty  milllion — of  the  Brooklyn  Wharf  &  Ware- 
house Company  thirty  million;  the  New  York  Dock  Company 
twenty-eight  million — not  counting  the  bonds  not  issued. 

Q.  A  scaling  of  two  millions  in  the  total.    A.  Yes,  sir. 

Q.  The  object,  then,  of  the  reorganization  was  to  reduce  the 
fixed  charges  while  giving  almost  the  same  amount  of  securities 
upon  which  money  could  be  paid  if  it  was  earned?  A.  Yes,  sir. 
Do  you  wish  gie  to  state  the  amount  of  securities  the  old  bond- 
holders received? 

Q.  Yes.  State  what  was  done  on  the  reorganization.  A.  The 
Brooklyn  Wharf  &  Warehouse  Company,  all  bondholders,  re- 
ceived fifty-five  per  cent,  in  the  New  York  Dock  Company  first 
mortgage  bonds,  and  fifty-five  per  cent,  in  the  New  York  Dock 
Company's  preferred  stock. 

Q.  So  that  taking  .the — do  you  want  to  complete  it?    A.  I  will 
continue  that  if  you  wish.    Taking  Mutual  Life  three  and  a  half 
millions  of  bonds  they  received  in  exchange  1,787,500  in  the  new- 
first  mortgage  bonds  and  1,787,500  in  the  new  preferred  stock. 
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Q.  Yes.  Did  they  get  any  common  stock?  A.  They  did  not, 
no,  sir. 

Q.  What  was  done  with  the  common  stock?  A.  I  believe  that 
an  assessment 

Q.  On  the  reorganization? 

THE  WITNESS :  Have  you  the  reorganization  plan  of  that, 
Arthur  ? 

A.  Well,  the  common  stock  was  issued  in  the  reorganization, 
I  think  an  assesment  was  put  on  the  old  preferred  A  stock  and 
the  preferred  B  stock  and  common  stock  of  the  Brooklyn  Wharf 
&  Warehouse  Company. 

Q.  What  was  done  with  the  moneys  raised  by  that  assessment  ? 
A.  Turned  into  the  new  company,  sir. 

Q.  To  get  rid  of  floating  obligations  and  old  indebtedness  ?  A. 
I  don't  think  there  were  many  floating  obligations;  I  couldn't 
testify  to  that,  though. 

Q.  The  Mutual  Life  did  not  have  any  of  the  preferred  stock? 
A.  No,  sir. 

Q.  Consequently  didn't  have  to  pay  any  assessment?  A.  No, 
sir. 

Q.  The  Mutual  Life  then  got  the  preferred  stock  and  the  bonds 
to  which  you  have  referred?    A.  That  is  right,  sir. 

Q.  Does  it  still  own  them?  A.  Yes,  sir,  own^them  and  has 
purchased  additional  amounts  of  bonds. 

Q.  And  it  has  since  purchased  additional  amounts?  A.  That 
is  right,  sir. 

Q.  Now,  it  would  be  proper  for  you  to  state  what  has  been 
the  history  since  that,  whether  it  has  been  successful  since  the 
reorganization?  A.  The  company  last  year — I  have  not  the  re- 
port with  me — the  company  last  year  put  a  million  dollars  in  on 
the  property ;  the  interest  charges  on  the  par  of  the  eleven  million 
dollars  of  bonds  were  about  $440,000 ;  the  net  earning  of  a 
million  dollars  is  taken  after  payment  to  the  city  of  taxes  on  an 
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assessed  valuation  of  somewhere  in  the  neighborhood  of  twenty 
millions  of  dollars,  so  that  the  property  last  year  showed  very 
nearly  six  per  cent  on  the  stock;  showed  over  five  per  cent  on  the 
preferred  stock.  The  preferred  stock  is  paying  now  three  per 
cent.    The  last  dividend  was  at  the  rate  of  three  per  cent. 

Q.  What  did  the  common  stock  pay?  A.  Nothing;  can't  pay 
anything  until  the  preferred  stock  receives  five  per  cent. 

Q.  This  ■  million  dollars  do  you  mean  includes  the  $440,000 
paid  of  interest?  A.  I  mean  it  is  applicable  to  the  payment  of 
dividends. 

Q.  Not  after  paying  operating  expenses?  A.  Net  income, 
sir. 

Q.  That  leaves  $560,000  to  pay  dividends?  A.  Practically. 

Q.  And  they  have  paid  three  per  cent  on  the  preferred  stock 
and  allowed  the  rest  to  be  held?  A.  No;  the  dividend  of  three 
per  cent  only  commenced  in  October,  sir.  The  last  dividend  was 
at  the  rate  of  two  per  cent. 

Q.  You  mean  this  last  October?  A.  Yes.  The  dividend 
was  two  and  a  half  per  cent  for  the  full  year. 

Q.  Then,  until  October,  1905,  there  had  been  no  dividends? 
A.  Yes,  they  paid,  I  think,  starting  at  i,  and  then  raised  it  to 
2,  and  then  2%  and  then  3. 

Q.  How  long  did  they  pay  one  per  cent  on  the  preferred 
stock?    A.  That  I  can't  tell  you. 

Q.  The  3  per  cent,  however,  began  in  October?    A.  Yes,  sir. 

Q.  And  there  has  been  no  dividend  on  the  common  stock?  A. 
Never.  There  can  be  no  dividend  on  the  common  until  the 
preferred  receives  the  full  five  per  cent. 

Q.  Now,  are  there  any  other  facts  about  the  Brooklyn  Wharf 
&  Warehouse  Company  or  the  New  York  Dock  Company  which 
should  be  stated  to  give  a  full  statement  of  the  matter,  or  do  you 
desire  to  give  any?  A.  Well,  perhaps  it  would  be  jiist  as  well 
to  state,  Mr.  Hughes,  that  before  the  investment  was  made,  the 
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properties  of  the  Brooklyn  Wharf  &  Warehouse  Company  were 
very  thoroughly  appraised  by  competent  appraisers. 

Q.  Who  were  the  appraisers?  A.  Alexander  E.  Orr  was  one. 
Mr.  Orr  appraised  that  property  at  a  valuation  of  $27,320,000. 

Q.  Yes.  A.  And  stated  in  his  letter,  of  which  I  have  a  copy 
here,  that  under  consolidation  the  property  would  be  worth  more 
money  than  twenty-seven  million  dollars,  and  Mr.  Morton  Just, 
of  Brooklyn,  who  appraised  the  property  at  $26,750,000  and  Mr. 
Chauncey,  of  Brooklyn,  a  real  estate  broker  and  appraiser, 
appraised  the  property  at  thirty  millions,  Mr.  Just  and  Mr.  Orr 
believing  the  value  would  be  increased  by  fifteen  to  twenty-five 
per  cent  under  consolidation. 

Q.  All  of  which  points  the  importance  of  dealing  with  estab- 
lished enterprises,  instead  of  with  those  which  have  to  rely  on 
estimates.  Now,  will  you  take  up  the  Washington  Traction  & 
Electric 

BY  MR.  COX: 

Q.  May  I  ask  whether  your  combined  holdings  of  preferred 
stocks  and  bonds  under  the  reorganization  were  increased?  A. 
Yes,  sir. 

Q.  That  is  the  par  value?  A.  I  have  testified  that  we  received 
55  per  cent  in  bonds,  and  55  per  cent  in  stock.  So  they  must 
have  been  increased  ten  per  cent. 

Q.  What  percentage  did  the  original  bonds  pay?  A.  I  think 
they  were  4  per  cent  bonds,  Mr.  Hughes.  I  have  not  that  here. 
Do  you  know? 

MR.  HUGHES:  I  think  they  were  five  per  cent  bonds.  A. 
Five  per  cent  bonds. 

Q.  The  question  in  my  mind  was  whether  the  interest  being 
paid  on  the  present  bond  issue,  together  with  the  dividends  being 
paid  on  preferred  stock,  were  equal  to  the  interest  on  the  original 
bonds  which  you  held?    A.  Unquestionably  not  at  present,  the 
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earnings  of  the  property — they  are  paying  3  per  cent  to-day  on 
the  preferred  stock.  If  they  paid  the  amount  that  the  property 
was  earning  they  would  be  larger,  and  it  is  expected  that  they 
will  be  larger.  The  property  is  reorganized  on  the  basis  that  if 
they  earn  more  money  the  bond  holders  would  receive  more 
under  the  reorganization  than  they  received  on  the  original  in- 
vestment, and  no  one  can  receive  more. 

BY  MR.  HUGHES: 

Q.  Are  the  dividends  cumulative?  A.  No,  sir. 
Q.  Now,  we  have  the  Washington  Traction  and  Electric  Com- 
pany, I  believe  that  is  the  correct  name  of  the  original  company? 
A.  That  is  right,  yes,  sir. 

Q.  When  was  that  organized?    A.  1889,  I  believe. 
Q.  1899?    A.  1899. 

Q.  What  was  the  purpose  of  its  organization?  A.  As  Mr. 
McCurdy  has  testified,  it  was  organized  to  take  over  various 
electric  light  properties  and  street  railroad  properties  in  the 
City  of  Washington. 

Q.  Was  it  a  combination  of  a  very  large  part  of  the  electric 
traction  and  electric  light  properties  in  Washington,  in  the 
District  of  Columbia?  A.  My  recollection  is  that  it  took 
in  the  only  electric  light  company  and  practically  all  the  street 
railroads  except  the  Capitol  Traction  Company. 

Q.  What  had  the  United  States  Mortgage  &  Trust  Com- 
pany to  do  with  it?  A.  The  United  States  Mortgage  &  Trust 
Company,  in  connection  with  Brown  Bros,  and  Kountze  Bros., 
were  the  people  who  bought  the  property  from  the  original 
promoters,  I  suppose  you  call  them. 

Q.  Do  you  mean  bought  the  property,  or  bought  the  secur- 
ities?   A.  I  mean  bought  the  bonds. 

Q.  What  were  the  securities  that  were  issued?  A.  That 
I  have  not  here,  Mr.  Hughes.     I  have  here  the  prospectus  that 
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was  issued  at  the  time.  It  is  a  long  document.  The  total 
authorized  stock  will  be  $12,000,000,  of  which  $10,000,000  will 
now  be  issued.  The  total  authorized  bond  issue  $20,000,000,  of 
4%,  per  cent,  so-year  gold  bonds,  of  which  $12,000,000  will 
now  be  issued.  The  following  table  shows  the  mileage,  and 
capital  stocks  of  the  various  roads. 

Q.  Then  there  was  a  bond  issue  of  $12,000,000  and  a  stock 
issue  of  $12,000,000,  and  were  constituent  properties  largely 
paid  for  by  this  issue?  A.  Suppose  I  read  the  constituent 
properties. 

Q.  Go  on.  A.  The  properties  were  the  Metropolitan  Rail- 
road of  Washington,  mileage  24  miles,  capital  stock  $1,000,000, 
total  number  of  shares  20,000,  of  which  the  Washington  Trac- 
tion Company  acquired  18,392  shares ;  the  Columbia  Railroad, 
14  miles,  capital  stock  $400,000,  total  number  of  shares  8,000 
of  which  the  Traction  Company  acquired  8,000;  the  Anacostia, 
32  miles,  capital  $2,000,000,  total  shares  40,000,  of  which  the 
Traction  Company  acquired  39,725 ;  the  Georgetown  Rail- 
road, 8.8  miles,  $200,000  capital  stock,  4,000  shares,  of  which 
the  Traction  Company  acquired  3,078;  the  Brightwood  Rail- 
road, 11.03  rniles,  capital  stock  $108,500,  total  shares  2,170, 
-of  which  the  Traction  Company  acquired  2,105  shares;  the 
Forest  Glen  Railroad,  3  miles,  $25,000  capital  stock,  1,000 
shares,  of  which  the  Traction  Company  acquired  978;  the 
Great  Falls  Railroad,  11  miles,  capital  stock  $86,500,  total 
number  of  shares  865,  of  which  the  Traction  Company  acquired 
834;  the  Rockville,  13  miles,  $50,000  capital  stock,  1,000  shares, 
all  of  which  was  acquired  by  the  Traction  Company;  the 
United  States  Electric  Company  had  a  capital  of  $1,086,000, 
10,860  shares,  of  which  the  Traction  Company  acquired  10,454 
shares;  the  Potomac  Electric  Company,  capital  of  $1,000,000, 
10,000  shares,  all  of  which  were  acquired  by  the  new  com- 
pany. 
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The  total  of  all  companies,  outstanding  capital  stock 
$5)956,000,  number  of  shares  97,895,  acquired  by  the  new  com- 
pany 94,566  shares. 

Q.  Now,  were  any  of  the  bonds  sold  of  the  company,  or 
were  they  all  taken  by  the  owners  of  the  constituent  prop- 
erties? A.  I  believe  all  the  bonds  of  the  new  company  were 
issued  by  the  bankers  and  sold,  to  the  public. 

Q.  How  much  did  the  Mutual  Life  take?  A.  The  Mutual 
Life  had  an  interest  of  $2,000,000  of  bonds  in  the  original 
purchase. 

Q.  Was  there  a  syndicate  floating  those  bonds?    A.  Yes. 

Q.  Were  they  participants  in  the  syndicate?  A.  They 
were  to  the  extent  of  $2,000,000.  They  withdrew  their  bonds 
under  the  syndicate  agreement. 

Q.  At  what  price?    A.  93  and  interest. 

Q.  Did  they  get  any  profit  on  the  sale  to  other  parties  ?  A. 
No,  they  withdrew  their  bonds  and  eliminated  themselves 
from  the  syndicate. 

Q.  Did  they  acquire  any  interest  in  the  stock?  A.  They 
did  not,  no,  sir. 

Q.  Are  you  able  to  state  what  interest  in  the  bonds  or  stock 
was  held  by  the  officers  or  any  of  them  of  the  Mutual  Life? 
A.  No,  sir,  I  can't  tell  that. 

Q.  You  can  get  that?  A.  I  can  ask  the  Mortgage  Com- 
pany to  prepare  such  a  list,  yes,  sir. 

Q.  Both  as  to  the  officers  and  employees  and  trustees  of  the 
Mutual  Life?    A.  Yes. 

Q.  Did  you  get  any  of  the  stock  of  that  company?  A.  I 
think  I  did.     I  think  I  bought  some  of  the  stock. 

Q.  Did  you  get  any  part  from  what  you  bought?  A.  No, 
sir. 

Q.  How  much  did  you  buy  ?  A.  That  I  would  have  to  look 
up.     I  think  I  bought  500  shares  of  the  stock/ 


2143 


Testimony  of  James  Timpson 

Q.  Did  you  keep  it?    A.  No,  sir.     I  sold  it. 

Q.  To  whom  did  you  sell  it?  A.  I  think  I  sold  it  through 
brokers,  I  have  no  present  recollection 

Q.  In  the  market?    A.  Yes,  sir. 

Q.  Did  you  get  any  stock  for  other  purposes?    A.  No. 

Q.  Did  you  get  any  stock  which  in  fact  you  delivered  to 
other  persons  or  transferred  to  other  persons?    A.  No. 

Q.  Do  you  know  of  anybody  who  did.     A.  No,  sir. 

Q.  What  did  the  United  States  Mortgage  &  Trust  Com- 
pany get  in  the  way  of  compensation  for  the  flotation?  A. 
They  got  the  profit  on  the  bonds  between  the  price  which  they 
paid  and  the  price  at  which  the  syndicate  was  organizing. 

Q.  Did  they  get  any  compensation  in  stock?  A.  I  think 
not.     But  I  would  rather  not  testify  definitely  as  to  that. 

Q.  Was  there  any  bonus- stock  distributed?  A.  Not  in  the 
syndicate,  no,  sir. 

Q.  Where  was  it  distributed?  A.  That  I  don't  know.  I 
cannot  testify.     I  have  no  present  recollection. 

Q.  You  can  get  the  facts  of  that?    A.  I  will  try  to  find  out. 

Q.  Then  the  Mutual  Life  started  with  $2,000,000  of  bonds? 
A.  That  is  right. 

Q.  And  how  long  did  it  receive  interest  upon  those  $2,000,000 
of  bonds  ?    A.  That  I  cannot  testify,  I  have  not  the  data  here. 

Q.  Was  there  later  a  reorganization?    A.  There  was. 

Q.  Within  what  period  of  time  after  the  company  was  orig- 
inally organized  ?    A.  I  cannot  tell  you  that  offhand,  Mr.  Hughes. 

Q.  Within  two  years  ?    A.  .Yes,  sir,  I  think  so. 

Q.  What  led  to  the  organization  of  the  company  to  earn  its 
interest  and  what  was  done  in  the  way  of  reorganization?  A.  The 
property  was  reorganized  by  an  issue  of  new  4  per  cent,  bonds, 
preferred  stock  and  common  stock. 

Q.  What  was  the  amount  of  the  bond  issue  in  the  reorganiza- 
tion?   A.  I  have  not  that  here,  Mr.  Hughes. 
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Q.  Was  the  name  of  the  reorganized  company  the  Washington 
Railway  &  Electric  Company?    A.  It  was. 

Q.  Do  you  recollect  whether  the  authorized  issue  of  its  bonds 
was  $17,500,000?    A.  I  do  not.    I  think  that  was  the  amount. 

Q.  Do  you  know  whether  the  entire  amount  of  the  authorized 
issue  was  actually  issued?  A.  No,  I  think  that  the  mortgage 
provides  that  a  certain  amount  shall  be  held  for  future  property. 

Q.  What  did  the  Mutual  Life  get  for  its  bonds?  A.  The  Mu- 
tual Life  received — ^the  Mutual  Life  purchased  after  the  original 
withdrawal  from  the  syndicate  a  million  of  bonds.  Their  hold- 
ings of  bonds  in  all  were  $3,000,000. 

Q.  When  did  they  purchase  those?    A.  June,  1900. 

Q.  From  whom?  A.  I  think  they  bought  them  from  the 
United  States  Mortgage  &  Trust  Company. 

Q.  At  what  price?    A.  76y2. 

Q.  What  was  the  date  of  the  purchase  of  the  $2,000,000?  A. 
That  was  in  1899,  June,  I  think. 

Q.  What  led  the  Mutual  Life  to  invest  in  a  million  of  the  bonds 
if  within  a  year  they  had  fallen  from  18  points  ?  A.  That  I  can- 
not answer  offhand.  I  think  it  was  very  likely  to  average  their 
holdings  and  bring  their  investments  down. 

Q.  It  did  not  average  very  much,  if  they  were  putting  $750,000 
more  into  the  investment?  A.  It  averaged  their  holdings  from 
93  to  76>4. 

Q.  Oh,  you  mean  as  a  matter  of  showing,  it  would  show  $3,- 
000,000  at  87,  instead  of  $2,000,000  at  93  ?  A.  No,  I  think  they 
believed  in  the  securities,  and  as  the  property  turned  out  it  justi- 
fied that  belief.    If  you  will  allow  me  to  present  the  figures 

Q.  Just  a  moment.  What  do  you  mean  by  saymg  they  did  this 
to  average  their  holdings  ?  A.  I  meant  by  that  that  it  reduced  the 
cost  of  their  $2,000,000  to  a  price  of  87 J4,  which  necessarily  av- 
eraged their  holdings. 

Q.  You  do  not  mean  that  you  put  in  $750,000  in  order  to  re- 
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duce  the  cost  upon  your  original  investment.  What  advantage 
is  there  in  that  except,  of  course,  the  advantage  of  showing?  A. 
Put  it  in  another  way — r- 

Q.  Of  showing  a  total  investment  at  87  instead  of  93.  A.  Put 
it  another  way.  They  probably  thought  the  bonds  were  cheap  at 
76  and  they  reduced  the  price  of  the  holdings. 

Q.  Did  they,  as  a  matter  of  fact,  in  July,  1900 — was  that  the 
last  purchase?    A.  June  28,  1900. 

Q.  In  June,  1900,  think  those  bonds  were  cheap?  A.  I  sup- 
pose they  did  or  they  would  not  have  bought  them.  I  cannot 
testify  to  that. 

Q.  Well,  that  is  an  inference.  Do  you  know  just  what  was 
done  at  that  time  to  induce  them  to  make  that  purchase  ?  A.  Not 
from  recollection,  no,  sir. 

Q.  Were  you  connected  with  the  United  States  Mortgage  & 
Trust  Company  at  the  time?    A.  I  was. 

Q.  In  what  capacity?  A.  I  was  a  director  of  the  Mortgage 
Company  and  one  if  its  vice-presidents. 

Q.  Do  you  know  what  the  condition  of  the  Washington  Trac- 
tion &  Electric  Company  was  in  1900,  that  is  what  its  earnings 
were,  what  they  appeared  to  be  ?  A.  No,  sir,  I  cannot  testify  to 
that.    I  probably  did  at  the  time. 

Q.  You  can  get  a  statement  as  to  that?    A.  I  think  so. 

Q.  Have  you  got  anything  before  you  now  which  will  enable 
you  to  state  when  the  default  was  on  the  bonds,  on  the  coupons  ? 
A.  No,  sir. 

Q.  Well,  having  bought  $2,000,000  at  93^  and  $1,000,000  at 
76,  what  did  the  Mutual  Life  get  on  the  reorganization  for  its 
total  $3,000,000?  A.  They  received  $1,650,000  of  new  4  per 
cent,  bonds,  $1,650,000  new  preferred  stock  and  $600,000  in  com- 
mon stock. 

Q.  Yes,  go  on,  make  any  statement  you  desire  in  regard  to 
that.    A.  The  original  $3,000,000  at  a  cost  of  87^^  was  $2,625,- 
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ooo.  They  have  since  received  their  preferred  and  common 
stock,  and  sold  the  preferred  stock,  receiving  for  the  same  $i,- 
472,705- 

Q.  When  was  that  sold?  A.  Within  a  year,  I  think,  Mr. 
Hughes. 

Q^  Within  what  time?    A.  Within  the  last  year. 

Q.  I  know,  but  about  what  time  ?  A.  I  don't  know.  It  shows 
on  the  list  the  transactions  you  have  there. 

Q.  What  is  that,  preferred  stock?  A.  Preferred  stock,  yes, 
sir. 

Q.  Of  what  par  value?    A.  $1,650,000. 

Q.  Well,  you  show  here  on  a  statement  of  June  30,  1905,  pre- 
ferred stock  of  $1,580,000.  A.  Then  we  have  sold  the  balance 
since.    That  shows  $70,000  were  sold. 

Q.  When  did  you  sell  it?  A.  It  has  been  sold  within  a  few 
months. 

Q.  Evidently  since  June  30th.  Has  it  been  very  recently  sold  ? 
A.  Yes,  sir,  it  has  been  sold  within  a  few  months. 

Q.  Did  you  have  anything  to  do  with  the  sale  ?    A.  I  did. 

Q.  To  whom  was  it  sold?  A.  Sold  through  various  parties, 
some  was  sold  through  G.  W.  Young  &  Company  and  some 
through  Boissevain  &  Company.  ^ 

Q.  How  much  through  Young  &  Company?  A.  I  cannot  telL 
I  will  furnish  it  to  you. 

Q.  I  understand  $1,472,000  was  sold  since  June  30,  1905.  Is 
that  correct?  A.  No,  sir.  Your  list  of  June  30th  shows  $1,580,- 
000.  So  we  must  have  sold  one  hundred  and  odd  thousand 
dollars. 

Q.  70,000?  A.  And  the  balance  since  then,  and  we  have  sold 
our  common  stock.  We  sold  the  preferred  stock  for  $1,452,705. 
We  sold  our  common  stock  and  received  for  it  $195,000.  The 
book  bonds  are  to-day  valued  at  90,  which  would  make  $1,485,- 
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ooo  or  a  total  receipt  of  money  and  valuation  $3,152,705,  show- 
ing an  apparent  profit  to  the  company  of  $500,000, — $525,000. 

Q.  You  say  you  sold  the  cornmon  stock.  When  did  you  sell 
that?    A.  Some  time  this  year,  I  cannot  give  you  the  date. 

Q.  Some  time  since  the  3Qth  of  June?  A.  I  think  not.  I 
think  it  was  sold  before  that.    You  can  see  from  the  list. 

Q.  To  whom  was  it  sold?  A.  I  think  it  was  sold  before  that. 
You  can  see  from  the  list. 

Q.  To  whom  was  it  sold  ?  A.  I  think  mostly  through  George  W, 
Young  &  Company. 

Q.  Do  you  know  the  name  of  the  purchaser?    A.  I  do  not. 

Q.  When  you  say  sold  through  George  W.  Young  &  Com- 
pany, do  you  mean  they  acted  as  your  brokers  in  making  the 
sale?  A.  I  don't  know  whether  they  acted  as  brokers  or  made 
a  bid  for  the  stock.    I  think  they  made  us  a  bid. 

Q.  Then  you  mean  it  was  sold  to  them,  not  through  them? 
A.  Yes,  perhaps  that  is  it. 

Q.  You  know  which  it  was?  A.  Not  ofifhand.  I  think  some 
was  sold  through  them  and  some  to  them,  and  the  stock  of 
Boissevain  was  sold  practically  through  them,  they  found  a 
market  in  Washington  for  the  stock. 

Q.  What  was  the  rate  of  interest  upon  the  bonds  which  you 
now  hold?    A.  Four  per  cent. 

Q.  What  was  the  rate  of  interest  upon  the  bonds  of  the 
original  company?    A.  4%  per  cent. 

Q.  Has  the  Mutual  Life  made  any  loan  against  that  stock? 
A.  No. 

Q.  Has  the  United  States  Mortgage  &  Trust  Company  made 
any  loan  against  it?    A.  I  think  not. 

Q.  You  would  know  if  it  has?    A.  I  think  so. 

Q.  Had  the  Guaranty  Trust  Company  made  any  loan?  A.  I 
think  not. 
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Q.  Has  any  loan  been  made  by  anybody?  A.  Not  that  I 
know  of. 

Q.  Against  the  stock,  I  refer  to  the  preferred  stock  or  common 
stock  or  either  of  them?    A.    I  don't  think  any  loan  was  made. 

Q.  You  think  it  was  an  out  and  out  purchase?  A.  I  think  it 
was  a  cash  transaction. 

Q.  Have  you  the  loan  book  of  the  Mutual  Life?  A.  The  call 
loan  book? 

Q.  Yes.    A.  Yes,  sir.    What  date,  Mr.  Hughes. 

(Book  produced.) 

Q.  Is  that  this  year?    A.  Yes. 

Q.  Will  you  let  me  see  your  loans  for  this  year?  A.  Well, 
Mr.  Hughes,  the  book  is  full  of  loans. 

Q.  How  is  it  kept,  by  dates,  does  it  run  chronologically  ?  A. 
I  think  so.  I  have  a  list  here  of  every  loan  made  in  the  book, 
if  you  wish  to  see  it,  as  they  were  made.  This  is  from  1905, 
running  from  January.  Those  are  the  slips  presented  to  the 
Finance  Committee,  as  you  will  notice  on  each  slip  an  approval 
by  initial  of  one  member  of  the  Finance  Committee.  Each  loan 
made  is  submitted  at  the  next  meeting  of  the  Finance  Committee, 
the  amount,  terms  and  date  of  the  loan. 

MR.  HUGHES : 

Now,  I  suppose  we  may  complete  with  Mr.  McCurdy,  so  he 
can  be  excused. 

RICHARD  A.  McCURDY,  resumed. 

Q.  Are  there  any  other  flotations,  Mr.  McCurdy,  besides  these 
that  have  been  mentioned  in  which  the  Mutual  Life  became  in- 
terested, through  its  connection  with  the  United  States  Mort- 
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gage  &  Trust  Company?    A.  I  did  not  know.    How  is  that,  Mr. 
Timpson  ? 

MR.  TIMPSON :  I  do  not  recall  any  such. 

MR.  HUGHES:  You  think  those  are  the  only  two? 

MR.  TIMPSON :  Those  are  all  I  recall  at  present. 

Q.  What  flotations  have  there  been  by  the  Guaranty  Trust 
Company  in  which  the  Mutual  Life  has  been  interested?  A. 
Quite  a  number,  I  should  say. 

MR.  HUGHES:  Have  you  a  statement  of  them,  Mr.  Timp- 
son? 

MR.  TIMPSON :  I  have  not. 

Q.  Mention  some  of  them,  will  you,  Mr.  McCurdy,  or  aided 
by  Mr.  Timpson?  A.  The  Brooklyn  Wharf  was  one,  as  I  have 
just  stated. 

Q.  The  Brooklyn  Wharf  &  Warehouse,  which  has  already 
been  examined  into.    Go  on. 

MR.  TIMPSON :  I  do  not  recall  any  others. 

Q.  You  think  that  is  the  only  one? 

MR.  TIMPSON :  I  would  rather  not  testify  to  that. 

MR.  HUGHES :  You  can  get  information  on  that  ? 

MR.  TIMPSON :  I  will  look  that  up  for  you. 
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MR.  HUGHES :  And  if  you  can  get  the  other  information  I 
asked  for  this  afternoon 


MR.  TIMPSON :  I  doubt  if  I  can  get  it  by  two  o'clock. 

Q.  What  is  your  interest  in  the  Fifth  Avenue  Trust  Company, 
Mr.  McCurdy,  your  personal  interest?  A.  Give  me  those 
papers  will  you?     (Referring  to  papers.)     200  shares. 

Q.  Have  your  holdings  in  that  company  increased  or  decreased 
in  the  last  five  years  ?  A.  My  impression  is — I  can  find  out  and 
would  rather  speak  with  accuracy  about  it — my  impression  is 
that  I  originally  had  more  than  that,  perhaps  250  and  perhaps 
300,  and  that  I  did  sell  some,  but  that  is  all  I  can  recall.  I  will 
answer  definitely  if  you  desire  it. 

Q.  When  did  the  Mutual  Life  become  interested  in  that  com- 
pany? A.  At  the  time  of  its  organization,  whenever  that  appears 
by  the  record. 

Q.  Would  that  be  in  February,  1898?  A.  If  that  is  a  record 
from  our  books,  yes. 

Q.  The  record  from  your  books  gives  that  as  the  first  date 
of  purchase.  That  would  mean  then  the  date  of  organiza- 
tion?   A.  Probably. 

Q.  Have  you  the  details  there  which  would  show  the  terms 
at  which  stock  was  bought  by  the  Mutual  Life  ?  A.  No,  those 
would  be  shown  on  the  books  of  the  treasury  department  of 
the  company.  I  have  no  details  of  any  kind  except  a  memor- 
andum of  the  number  of  shares  I  have. 

Q.  When  did  you  acquire  the  200  shares  you  have  named? 
A.  When  the  original  subscription  was  made  out. 

Q.  At  the  time  of  the  organization  of  the  company?  A. 
Undoubtedly. 

Q.  And  did  you  originally  acquire  more,  do  you  think?    A. 
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I  think  I  originally  had  more.  How  many  I  cannot  tell,  pos- 
sibly 50  shares  more,  certainly  not  over  100  shares  more. 

Q.  What  was  the  rate  at  which  the  Mutual  Life  purchased 
the  stock,  such  as  it  did  buy  at  the  beginning?  A.  The  same 
as  anybody  else. 

Q.  What  was  that  ? 

MR.  TIMPSON:    200,  Mr.  Hughes. 
THE  WITNESS:     Yes,  that  was 


MR.  HUGHES :  Do  you  know  how  much  it  brought  at  the 
start,  Mr.  Timpson? 

THE  WITNESS :  That  is  originally,  the  stock  was  origin- 
ally $500,000,  and  $500,000  paid  in. 

MR.  TIMPSON:  You  have  the  Hst  of  purchases  which 
we  furnished  you,  which  will  show  it. 

MR.  HUGHES :     It  does  not  go  back  to  1898. 

MR.   TIMPSON:     I   will   have   that  here   this   afternoon. 

Q.  You  have  given  in  the  statement  furnished  here  that  the 
Mutvtal  Life  owns  2,532  shares  of  stock  in  the  Fifth  Avenue 
Trust  Company,  and  you  have  given  the  cost  or  book  value 
at  232.23,  which,  I  presume,  is  the  average  of  the  entire  pur- 
chase?   A.  Probably. 

Q.  That  stock  is  now  put  at  a  value  of  500?  -A.  Somewhere 
about  that,  I  believe. 

Q.  And  you  have  maintained  deposits  there  of  about  a  mill- 
ion dollars,  have  you  not?    A.  Whatever  records  show. 
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MR.  TIMPSON :    That  is  not  right. 

MR.  HUGHES :  For  five  hundred  thousand  dollars,  which 
is  it?  It  shows  one  million  dollars  at  one  time  and  five  hun- 
dred thousand  dollars  at  another. 

MR.  TIMPSON :  I  do  not  recall  exactly,  but  I  know  it  was 
not  a  million. 

THE  WITNESS:  I  presumed  you  were  reading  from  the 
record. 

Q.  I  was.  I  have  one  record  of  one  million  dollars,  and 
other  sheets  show  five  hundred  thousand  dollars,  and  I  take 
it  that  is  the  prevailing  rate. 

MR.  TIMPSON:     Yes. 

Q.  We  have  a  good  deal  of  testimony  on  this  from  treas- 
urer Cromwell,  and  what  I  want  to  get  from  you  is  a  state- 
ment of  your  personal  interest  in  the  yarious  companies  in 
which  the  Mutual  Life  is  depositing,  and  in  which  it  owns 
stock.     Have  you  a  statement  prepared  as  to  that?    A.  Yes. 

Q.  It  would  save  time,  perhaps,  if  you  will  give  that  to  me 
and  I  will  read  it  upon  the  record.  A.  I  want  to  say  that 
there  are  two  items  there  that  I  recognize,  that  the  Mutual 
Life  Insurance  Company,  so  far  as  I  recall,  has  not  got  any 
stock  in,  and  consequently,  they  are  private.  Therefore,  you 
will  omit  them  in  reading  it  off. 

Q.  I  think  you  are  mistaken.  The  First  National  Bank 
and  American  Exchange  Bank  are  on  this  list.  A.  All  right, 
I  had  forgotten.     Then  put  it  all  in  (handing  paper). 
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MR.  HUGHES:     I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  283  and  read  by  Mr.  Hughes.) 

Q.  The  Bank  of  Commerce  of  New  York,  you  mean  by  that 
the  National  Bank  of  Commerce  ?    A.  Yes. 

Q.  Have  you  no  interest  in  the  AUiance  Trust  Company? 
A.  The  Mutual  AUiance? 

Q.  Yes.    A.  Yes. 

Q.  You  have?    A.  Yes. 

Q.  That  does  not  appear  to  be  on  this  list.  A.  I  told  one 
of  my  clerks  in  the  office  to  make  up  a  list  of  everything  and 
he  has  forgotten  that. 

Q.  What  is  your  interest  in,  the  Mutual  Alliance  Trust 
Company?    A.  I  think  I  have  one  hundred  shares  of  stock. 

Q.  What  is  the  capitalization  of  that  company?  A.  I  pre- 
sume it  is  five  hundred  thousand  dollars,  is  it  not,  Mr.  Timp- 
son? 

MR.  TIMPSON:     I  think  that  is  right. 

Q.  When  did  you  acquire  it?    A.  At  the  organization. 

Q.  At  the  same  time  as  the  Mutual  Life?    A.  Yes. 

Q.  It  is  stated  here  in  the  sheets  furnished  by  your  company 
that  the  Mutual  Life  owned  1,165  shares  of  the  Mutual  Alli- 
ance Trust  Company  at  a  book  value  of  200.  Was  200  the 
original  subscription  price?    A.  Yes. 

Q.  Was  that  you  price  that  you  paid  for  your  shares?  A. 
Yes. 

Q.  Are  you  a  stockholder  in  the  Title  Guarantee  &  Trust 
Company?     A.  No,  I  think  not. 

Q.  Or  in  the  Lawyers'  Mortgage  Company?  A.  No,  I  think 
not.    Do  you  know  an3d:hing  about  that,  Mr.  Timpson? 
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MR.  TIMPSON :   No,  I  do  not. 
THE  WITNESS :  No,  I  do  not  think  I  am. 

Q.  Or  in  the  Lawyers'  Title  Insurance  &  Trust  Company? 
A.  No. 

Q.  When  I  ask  if  you  are  a  stockholder,  you  will  understand, 
of  course,  I  am  not  asking  whether  shares  stand  technically  in 
your  name,  but  I  mean  to  include  any  beneficial  interest  that  you 
may  have  in  any  shares.  A.  No,  no.  Not  at  all.  They  are  not  in 
my  wife's  name,  if  that  is  what  you  mean.  I  have  no  interest  in 
them. 

Q.  Or  in  the  Gallatin  National  Bank?  A.  No.  I  want  to  say 
right  here,  I  don't  know  whether  it  has  any  special  bearing  or  not. 
I  am  not  at  all  ashamed  of  owning  fifty  shares  in  the  American 
Exchange  National  Bank  and  I  wish  I  owned  more,  but  those 
fifty  shares  were  inherited  by  me  from  my  father's  estate  and  had 
no  relation  whatever  to  any  investment  by  the  Mutual  Life  Insur- 
ance Company. 

Q.  Have  you  prepared  a  statement  of  the  syndicate  in  which 
you  have  been  interested  where  the  Mutual  Life  has  purchased 
bonds  from  the  syndicate  managers?  A.  No,  I  did  not  know 
what  kind  of  country  you  were  going  to  carry  me  over,  Mr. 
Hughes,  and  I  am  not  prepared  on  that. 

Q.  I  did  not  ask  that  to  imply  that  any  such  statement  should 
have  been  prepared,  but  I  asked  you  if  you  had  prepared  such  a 
statement  to  save  time.  A.  No,  I  have  not  had  time  to  prepare 
anything  lately. 

Q.  Were  you  interested  in  the  syndicate  to  float  the  Pennsyl- 
vania Railroad  three  and  one-half  per  cent,  ten-year  convertibles  ? 

MR.  TIMPSON :  I  think  it  will  save  time,  the  witness  has  a 
complete  list  of  the  syndicate. 
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MR.  HUGHES :  I  asked  him  a  moment  ago  and  he  said  he 
had  not. 

MR.  TIMPSON :   You  asked  about  bonds. 

MR.  HUGHES :  I  asked  him  if  he  was  interested  in  the  syn- 
dicate in  which  the  Mutual  Life  had  bought  bonds. 

MR.  BECK :  He  did  not  catch  your  question. 

MR.  HUGHES :  That  is  exactly  what  I  asked  him. 

THE  WITNESS :  I  have  a  memorandum  of  that  here. 

(Paper  handed  to  Mr.  Hughes.) 

MR.  HUGHES :  I  offer  the  statement  furnished  by  the  wit- 
ness in  evidence. 

(Statement  marked  No.  284  and  read  by  Mr.  Hughes.) 

MR.  BECK:   Mr.  Hughes 

Q.  The  reason  the  profits  are  blank  in  the  last  two  cases  is  be- 
cause the  syndicate  has  not  been  closed  and  the  profits  have  not 
been  divided  in  either  case.    That  is  correct,  is  it  not  ?    A.  Yes. 

THE  CHAIRMAN :  Did  you  want  to  make  a  statement,  Mr. 
Beck? 

MR.  BECK :  Mr.  Hughes  anticipated  me,  I  merely  wanted  to 
bring  out  the  reason  why  the  profits  were  blank  in  those  two  in- 
stances. 
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MR.  HUGHES:    So  I  supposed. 

Q.  Take  the  Pennsylvania  Railroad  3J^  per  cent,  convertibles, 
that  was  a  syndicate  of  last  March,  was  it  not?  A.  I  have  not 
got  the  date  here  on  my  memorandum,  but 

Q.  The  date  given  in  the  company's  sheet  is  March  30,  1905. 
A.  That  is  accurate. 

Q.  From  whom  did  you  receive  that  participation?  A.  What- 
ever banker's  name  is  placed  on  that. 

Q.  Kuhn,  Loeb  &  Co.  ?    A.  If  that  is  the  statement  there,  yes. 

Q.  That  is  the  name  of  the  managers.  Did  you  get  partici- 
pation from  Kuhn,  Loeb  &  Co.  ?    A.  I  beg  pardon,  sir. 

Q.  Did  you  get  the  participation  from  Kuhn,  Loeb  &  Co.,  the 
allotment  made  directly  by  them  or  indirectly  by  some  one  else? 
A.   No,  I  got  it  from  them. 

Q.  Was  it  tendered  to  you,  or  did  you  apply  for  it?  A.  I  did 
not  apply  for  it.     It  was  tendered  to  me. 

Q.  Were  you  simply  notified  that  that  allotment  had  been 
made?    A.  No. 

Q.  Was  the  allotment  made  to  you  before  the  Mutual  Life 
had  taken  its  participation?     A.  I  think  so. 

Q.  Was  it  made  at  the  same  time?  A.  I  could  not  say.  I 
presume  it  was  made  at  the  same  time. 

Q.  Have  you  any  correspondence  with  Kuhn,  Loeb  &  Com- 
pany upon  that  subject?  A.  Probably  the  letter  that  was  sent 
out  to  all  persons  to  whom  they  made  allotments,  I  probably  got 
that.    Yes,  that  would  give  the  date. 

Q.  The  Japanese  4%  per  cent  was  also  a  syndicate  of  last 
March,  was  it  not?    A.  The  four  and  one-half? 

Q.  Yes.  A.  Well,  you  must  have  the  list  there.  I  will  admit 
any  dates  that  are  given  in  that  statement  as  being  correct. 

Q.  Yes.     Did  you  get  that  participation  direct  from  Kuhn, 
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Loeb  &  Co.,  or  did  you  receive  it  from  some  other  house  ?  A. 
No,  I  got  it  direct  from  Kuhn,  Loeb  &  Co. 

Q.  Did  you  get  it  at  the  same  time  that  the  Mutual  Life 
received  its  allotment?    A.  Probably. 

Q.  That  is  your  best  recollection  when  you  say  probably?  A. 
Yes. 

Q.  Did  you  have  any  personal  dealings  with  any  member  of 
Kuhn,  Loeb  &  Company  in  regard  to  the  matter?  A.  Nothing 
that  I  recall  excepting  the  usual  letters  sent  out  to  persons  to 
whom  they  make  allotments. 

Q.  Will  you  explain  how  it  happened  that  you  took  an 
allotment  in  these  syndicates?  A.  Why,  simply  because  I  had 
an  opportunity  to  put  my  money  into  what  I  conceived  to  be, 
from  the  best  information  I  could  obtain,  a  good  thing.  I  had  a 
perfect  right  to  do  it. 

Q.  Was  there  any  call  made  upon  you,  in  the  two  syndicates 
I  have  mentioned,  the  Japanese  4%  and  the  Pennsylvania  3%,? 
A.  All  bonds  were  taken  in  public  issue,  received  checks 

Q.  Have  you  some  statements  there  giving  the  transactions  in 
the  case  of  each  syndicate?    A.  In  each  syndicate,  yes. 

Q.  I  will  be  very  glad  to  have  you  state  on  the  record  all  the 
facts — what  the  facts  are  in  regard  to  each  syndicate.  A.  I  will 
read  them  through. 

Q.  If  you  will  take  them  in  the  same  order  in  which  they 
appear  on  the  list,  it  will  facilitate  us.  A.  Would  you  mind 
reading  it  for  me.  I  will  have  to  apologize  for  my  voice  not 
being  in.  good  order. 

MR.  HUGHES:  Well,  I  will  offer  this  statement  which  the 
witness  presents,  in  evidence. 

The  paper  was  received  in  evidence  and  marked  Exhiljit  285, 
which  will  be  found  in  the  book  of  exhibits. 
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MR.  HUGHES  then  read  Exhibit  No.  285  upon  the  record. 

Q.  You  have  mentioned  the  fact  that  in  the  case  of  the 
Third  Avenue  Consolidated  bonds  you  took  from  the  syndi- 
cate managers  90,000  at  99  and  interest  and  returned  30,000 
at  the  same  price  and  retained  60,000  when  the  syndicate  was 
dissolved.  You  have  also  stated  that  in  the  Pennsylvania 
Railroad  3%  Convertible  Bond  syndicate  you  took  on  call 
25,000  of  bonds  and  returned  15,000,  holding  at  present  30,000. 
Have  you  in  any  other  case  personally  made  an  investment 
in  any  of  the  bonds  brought  out  by  the  syndicates  or  to  which 
the  syndicate  had  reference?  A.  No,  not  unless  it  is  stated 
in  this  memorandum. 

Q.  In  all  those  cases  your  intention  was  to  make  whatever 
profit  could  be  made  on  the  syndicate  without  taking  the  bonds 
as  an  investment  unless,  of  course,  through  failure  of  the 
public  sale  it  became  necessary  that  you  should  take  them? 
A.  Not  necessarily  at  all. 

Q.  What  was  your  intention?  A.  My  intention  was  to  avail 
myself  of  an  opportunity  of  guaranteeing  the  sale  in  one  lot  by 
the  bankers  to  the  public  and  being  compensated  therefor  as  any 
other  guarantor  of  an  obligation  upon  the  percentage  that  the 
bankers  allowed  to  the  guarantors,  for  that  is  all  members  of  a 
syndicate  are.  The  use  is  so  very  common,  that  speaking  of  syn- 
dicates to  sell  securities  to  the  public  it  has  been  used  here  over 
and  over  again,  and  I  think  this  has  been  asked,  if  they  were  mem- 
bers of  a  syndicate  which  sold  any  bonds  to  the  company,  and  in- 
advertently some  of  them  may  have  said  yes.  Now,  the  syndicate 
does  not  sell  anything  to  the  company  at  all.  When  a  syndicate  is 
formed  the  bankers'  contract  with  the  railroad,  or  whatever  the 
concern  may  be,  upon  such  terms  as  they  may  agree  upon,  that  he 
will  buy  such  a  lot  of  bonds.  Inasmuch  as  his  business  is  not  to 
lock  up  all  his  capital — although  I  am  not  a  banker,  I  suppose  that 
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is  one  very  good  reason — in  single  enterprises,  but  distribute  his 
risks  as  much  as  possible,  it  is  part  of  his  banking  system,  among 
his  business  associates,  corresponding  bankers,  trust  companies 
and  others,  he  awards  a  certain  proportion  of  that  issue  which  he 
has  agreed  to  purchase  and  sell,  and  for  that  he  offered  to  pay  for 
the  guarantee  that  they  shall  all  be  sold  and  taken  up  by  the  mar- 
ket, he  offers  to  pay  the  people  who  assume  that  responsibility  a 
a  commission.    That  is  all  there  is  about  it,  and  he  fixes 

Q.  Offers  to  pay  whom  a  commission?  A.  To  people  who 
guarantee  the  sale  by  him  of  this  issue. 

Q.  Do  you  mean  the  bankers  agree  to  pay  the  members  of  the 
syndicate  a  commission?    A.  Yes,  that  is  all  it  amounts  to. 

Q.  That  is  your  construction  of  it?  A.  That  is  my  construc- 
tion of  it,  and  it  is  the  fact. 

Q.  Well,  go  on.  Proceed,  Mr.  McCurdy.  A.  Very  well.  At 
the  time  of  the  formation,  according  to  the  letters  generally  re- 
ceived from  the  bankers  who  propose  to  bring  this  issue  out  on 
the  market  and  sell  it  to  the  public,  the  terms  are  fixed  in  sub- 
stance, that  this  underwriting  commission,  a  commission  to  pay 
for  the  responsibility  of  the  guarantee,  shall  be  payable  accord- 
ing to  the  circumstances  of  the  demand  of  the  public  for  the  se- 
curities offered  or  not,  shall  be  paid  either  in  money  or  in  bonds, 
the  relative  value  of  which  is  equated  at  the  time,  so  that  the 
bonds  are  supposed  to  be  the  equivalent  of  the  cash  which  the 
persons  joining  the  underwriting  syndicate  so  called,  the  under- 
writing guarantee  is  to  receive. 

Q.  Well,  we  have  had  a  number  of  these  syndicate  agreements 
in  evidence.  A  great  deal  of  evidence  has  been  taken  upon 'the 
matter,  and  it  is  hardly  necessary  to  take  time  to  go  through  it, 
all  again,  for  a  great  many  distinguished  men,  some  of  them  your 
associates,  have  enlightened  us  and  at  no  little  length,  upon'  those 
questions.    Of  course,  you  understand  that  in  the  ordinary  case 
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you  agree  to  take  certain  bonds,  if  you  are  asked  to,  at  a  certain 
price?    A.  Yes. 

Q.  And  you  understand  that  if  you  do  not  bargain  especially 
for  the  privilege,  the  bankers  will  have  the  right  to  sell  the  bonds 
to  the  public?  A.  That  is  what — not  have  the  right  to  sell  to  the 
public,  but  that  is  what  they  are  trying  to  do. 

Q.  They  are  trying  to  do  it  so  hard  that  unless  you  have  a  spe- 
cial agreement,  they  have  the  right  to  do  it,  and  you  cannot  with- 
draw them.  A.  The  agreement  is  contained  in  the  underwriting 
agreement  letter  which  they  furnish. 

•  Q.  If  they  succeed  in  making  the  flotation  and  the  public  takes 
the  bonds  at  a  figure  in  excess  of  that  which  they  have  to  pay  for 
them,  there  is  a  profit?    A.  Yes. 

Q.  And  out  of  that  gross  profit  are  deducted  certain  commis- 
sions or  expenses,  and  the  net  profit  is  divided  pro  rata  among  the 
members  of  the  syndicate  ?  A.  I  cannot  tell  precisely  what  proc- 
ess is  gone  through  with  or  the  basis  in  any  case  upon  which  the 
bankers  estimate  their  net  profits,  but  their  object  undoubtedly 
is  to  sell  all  the  securities  offered  to  the  public  in  one  block. 

Q.  Well,  the  point  is,  when  you  go  into  a  syndicate  under  the 
ordinary  terms,  if  the  flotation  is  a  success  and  the  public  takes 
the  bonds,  the  members  of  the  syndicate  have  a  profit  which  is 
divided  pro  rata  according  to  their  allotment?  A.  They  do  have 
a  profit  anyway,  if  the  bonds  are  sold  or  not. 

Q.  And  if  the  bonds  are  not  sold  to  the  public,  the  members  of 
the  syndicate  are  under  an  obligation  to  take  and  pay  for 
them  at  the  agreed  price?  A.  They  have  agreed  in  advance, 
jointly  with  the  banker's,  that  the  bond  is  worth  the  cash,  or 
they  would  not  agree  to  it.  That  fixes  the  value,  and  there  is  no 
profit  made  by  the  sale  of  the  bonds  to  the  underwriters,  as  I 
prefer  to  call  them,  one  way  or  the  other,  because  as  I  say,  that 
thing  has  been  equated  at  the  beginning. 

Q.  You  mean  it  has  been  equated  by  putting  on  one  side  of  the 
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equation  the  responsibility  assumed  by  the  underwriters  ?    A.  No. 

Q.  And  on  the  other  side  the  profit  which  they  get  as  compen- 
sation for  it  ?  A.  No,  I  do  not  mean  that.  I  mean  to  say  that  the 
cash  to  be  divided  or  the  bonds  to  be  divided  have  been  settled 
in  advance.  That  is  the  sense  in  which  I  casually  used  the  word 
equated.  One  is  the  equivalent  of  the  other,  and  the  compensa- 
tion derived  by  the  underwriter  may  be  paid  either  in  cash  or 
bonds,  and  he  has  agreed  to  that,  and  agreed  to  take  the  bonds 
at  a  certain  price. 

Q.  Yes,  he  agreed  to  take  the  bonds  at  a  certain  price,  or  if 
they  are  sold,  and  a  profit  realized  through  their  sale,  to  take  his 
share  in  the  profits?  A.  He  takes  his  share  of  the  profits  either 
one  way  or  the  other,  and  he  has  agreed  in  advance  that  that  is 
the  equivalent  one  way  or  the  other. 

Q.  I  do  not  think  there  is  any  difference  between  us,  but  the 
lunch  hour  has  arrived,  and  we  will  resume  at  2.15. 

THE  CHAIRMAN :  The  Committee  will  now  take  a  recess 
until  2.15  P.  M. 
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AFTER  RECESS. 

RICHARD  A.  McCURDY,  resumed  the  stand. 
BY  MR.  HUGHES : 

Q.  I  call  your  attention  to  this  statement,  Exhibit  285,  with 
reference  to  the  Pennsylvania  Railroad  3!/^,  per  cent  convertible 
bond  syndicate,  in  which  it  is  said  the  Life  company  purchased 
no  bonds  in  this  syndicate.  What  is  meant  by  that?  Does  it 
mean  that  the  Mutual  Life  has  not  taken  any  bonds  from  the 
syndicate  managers? 

MR.  TIMPSON:  May  I  explain  that,  Mr.  Hughes? 

MR.  HUGHES:  Yes,  sir. 

THE  WITNESS:  I  want  to  make  one  correction.  It  pur- 
chased no  bonds  from  the  syndicate.  They  don't  take  them  from 
the  syndicate  at  all,  they  take  them  from  the  bankers. 

Q.  Well,  is  that  the  distinction  that  is  intended  in  that  state- 
ment? A.  Of  course  you  may  put  it  in  any  phraseology  you 
choose,  but  I  don't  want  a  mere  verbal  distinction. 

Q.  Oh  no,  oh  no,  I  don't  want  a  mere  verbal  distinction. 
A.  As  I  said  before  that  expression  of  buying  bonds  from  the 
syndicate  has  been  used  colloquially  here  so  much  that  I  want 
my  distinction  clearly  understood. 

Q.    Well,  I  think  I  spoke  in  my  question  of  syndicate  man- 
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agers,  you  can  treat  them  as  bankers  if  you  prefer  to.    A.  Well, 
that  is  all  right;  syndicate  managers,  that  is  all  right. 

Q.  Well,  now  it  says  there  that  the  Mutual  Life  purchased  no 
bonds  in  this  syndicate.    Is  that  so?    A.  That  is  so. 

MR.  HUGHES :  Mr.  Timpson  wants  to  explain.  Just  state 
what  you  want. 

MR.  TIMPSON:  The  bonds  have  not  been  offered.  The 
Mutual  Life  made  no  purchase  from  the  syndicate  bankers; 
they  have  taken  up  their  bonds,  as  they  are  called  for,  by  the 
syndicate  managers,  and  are  now  carrying  them  subject  to  syn- 
dicate control,  I  think. 

THE  WITNESS  :  That  does  not  appear. 

MR.  HUGHES:   The  memorandum  does  not  state  that. 

MR.  TIMPSON :  That  is  the  fact. 

THE  WITNESS:  They  may  be  called  for  by  the  syndi- 
cate  

MR.  TIMPSON :  That  is  the  idea. 

THE  WITNESS :  The  syndicate  managers,  I  should  say. 

Q.  The  Mutual  Life  took  up  $4,609,500  of  the  bonds  in  that 
syndicate  ? 

MR.  TIMPSON:  That  is  right.    A.  Yes,  sir. 

Q.  And  paid  for  them?    A.  Yes,  sir. 
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MR.  TIMPSON:  The  15th  of  May,  Mr.  Hughes,  we  made 
the  payment  for  $4,609,500. 

MR.  HUGHES:  How  is  that  series  identified?  What  is  the 
maturity  date? 

MR.  TIMPSON:  October  ist,  1915. 

MR.  HUGHES:  Well,  since  May,  1905,  a  considerable 
amount  of  that  issue  has  been  purchased  from  the  syndicate 
managers,  has  it  not? 

MR.  TIMPSON:  Yes,  sir.  By  the  Mutual  Life,  do  you 
mean? 

MR.  HUGHES:  Yes. 

MR.  TIMPSON:  No,  sir. 

MR.  HUGHES:  Have  any  sales  been  made  by  the  Mutual 
Life? 

MR.  TIMPSON:  There  have  been  bonds  taken  back  by  the 
syndicate  managers,  yes,  sir. 

MR.  HUGHES:  At  the  same  price? 

MR.  TIMPSON :  Yes,  sir,  981/2. 

MR.  HUGHES :  And  what  is  the  amount  held  by  the  Mutual 
Life? 

MR.  TIMPSON :  $3,000,000; 
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MR.  HUGHES:  What  is  that? 

MR.  TIMPSON :  $3,000,000. 

Q.  Now,  in  your  statement  of  the  Imperial  Japanese  4% 
second  series  syndicate,  you  say  nothing  as  to  whether  the 
Mutual  Life  has  taken  any  bonds  from  the  syndicate.  You  say 
all  the  bonds  were  sold  at  public  sale.  Didn't  the  Mutual  Life 
take  bonds  upon  that  public  offering?  A.  I  don't  think  it  had 
any  opportunity  to,  did  it,  Mr.  Timpson? 

MR.  TIMPSON:  Which  syndicate  was  that,  Mr.  Hughes? 

MR.  HUGHES :  Japanese  4y2's. 

MR.  TIMPSON:  I  think  it  states  on  that  syndicate  list  you 
have  just  what  we  took.    Is  that  the  second  series  or  first  series? 

MR.  HUGHES:  Well,  this  is  the  one  that  is  mentioned  by 
you,  and  the  only  one  of  4^^,.  Were  there  two  in  which  you  were 
interested  at  4%? 

MR.  TIMPSON :  There  was  one  formed  in  July. 

MR.  HUGHES:  41/2? 

MR.  TIMPSON:  Yes,  sir,  second  series. 

MR.  HUGHES:  That  the  Mutual  Life  was  in? 

MR.  TIMPSON:  Yes,  sir;  since  that  list  was  made  up. 
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MR.  HUGHES:  Well,  you  had  better  make  mention  of  that 
so  as  to  complete  the  list. 

MR.  TIMPSON:  I  have  not  the  memorandum  of  the  first 
series,  as  all  the  bonds  have  been  sold,  Mr.  Hughes,  and  we 
haven't  them  in  our  card  box  here.  I  think  that  syndicate  list, 
if  you  will  allow  me  to  look  at  it,  shows  it. 

MR.  HUGHES:  Now,  that  we  may  not  be  at  all  misled  in 
the  syndicate  list  which  you  have  submitted.  Exhibit  50  for  iden- 
tification, reference  is  made  to  a  Japanese  First  4%.  Now,  in 
Mr.  McCurdy's  list  reference  is  made  to  a  Japanese  second  series 
4%'s.    Those  are  two  distinct  things? 

MR.  TIMPSON :  Yes,  sir. 

Q.  Then  do  I  understand,  Mr.  McCurdy,  that  you  had  no 
interest  whatever  in  the  first  41/2  syndicate  ?  A.  As  I  understand 
I  have  no  interest  in  any  syndicate  not  shown  on  that  list. 

MR.  TIMPSON:  That  is  not  his  list  of  syndicates,  under- 
stand; that  is  only  a  memorandum  connected  with  it. 

MR.  HUGHES :  Only  a  memorandum  connected  with  it  ? 

THE  WITNESS:  I  furnished  you  a  copy  of  something  or 
another.    Whatever  I  have  on  my  list. 

MR.  TIMPSON :  I  don't  think  that  is  a  complete  list  at  all. 

MR.  HUGHES :  Let  us  get  the  other. 

Q.  Then  the  Imperial  Japanese  First  Series  4>^'s  you  were 
not  in?    A.  I  was  not  in  anything  that  is  not  on  that  paper. 
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Q.  Who  made  this  up  for  you,  Mr.  McCurdy  ?  Is  it  some  one 
who  has  charge  of  those  matters  for  you?  A.  It  was  made  up 
in  the  treasury  department.    I  couldn't  say  who  made  it  up. 

Q.  Now  can  you  give  me  the  company's  participation  in  the 
Imperial  Japanese  Second  4j4  syndicate?    A.  No,  not  offhand. 

Q.  Which  is  not  on  the  company's  list?  A.  Not  offhand.  I 
will  adopt  Mr.  Timpson's  statement. 

MR.  HUGHES :  If  you  cannot,  perhaps  Mr.  Timpson  can. 

MR.  TIMPSON:  I  have  not  the  S3mdicate  list  here,  but  my 
recollection  is  it  was  600,000  pounds. 

THE  WITNESS :  I  think  that  is  the  amount. 

MR.  HUGHES :  And  what  was  the  amount  taken  on  account 
of  the  syndicate  subscription? 

MR.  TIMPSON :  The  same  amount,  sir. 

'     MR.  HUGHES :  And  what  amount  was  returned  to  the  syndi- 
cate managers? 

MR.  TIMPSON :  Those  bonds  were  bought  at  publication. 

MR.  HUGHES :  Then  the  amount  that  was  taken,  being  the 
same  amount  as  the  subscription,  was  not  taken  on  call  ? 

MR.  TIMPSON :   No,  sir. 

MR.  HUGHES:  But  were  bought? 

MR.  TIMPSON :   They  were  bought. 
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MR.  HUGHES:  On  the  public  oflfering  from  Kuhn,  Loeb  & 
Company  as  syndicate  managers  ? 

MR.  TIMPSON :  That  is  right,  sir. 

MR.  HUGHES :  And  at  what  price  were  they  bought? 

MR.  TIMPSON :  They  were  bought  at  the  issue  price,  Mr. 
Hughes.  We  figure  at  4.87  to  the  pound,  that  is,  90.13.  There 
is  a  difference,  you  understand,  on  those  Japanese  securities.  All 
our  foreign  securities  we  make  4.87. 

MR.  HUGHES :  What  was  the  date  of  your  syndicate  partici- 
pation on  the  part  of  the  company? 

MR.  TIMPSON :  I  have  not  that  here. 

MR.  HUGHES :  Well,  it  was  since  this  statement  was  made  up 
which  you  prepared  for  the  committee? 

MR.  TIMPSON :  Yes,  sir. 

MR.  HUGHES :  And  how  recently  was  the  purchase  on  the 
public  offering? 

MR.  TIMPSON :  The  3d  of  August  we  bought  the  bonds.  I 
think  the  offering  must  have  been  in  July ;  nth  of  July  or  some- 
where about  there. 

Q.  Now,  did  you  buy  any  part  of  the  bonds  on  the  public  offer- 
ing yourself  individually?  I  am  referring  now  to  the  second 
series  of  Japanese  4>4's?  A.  Whatever — is  this  a  copy  of  the 
original  memorandum  I  gave  you? 
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Q.  That  is  the  original  memorandum  which  you  handed  me 
and  which  I  read  in  evidence.    A.  Very  well. 

Q.  Now,  you  will  find  at  the  bottom  of  that  paper  the  only  ref- 
erence there  is  to  that  matter?  A.  I  don't  think  I  ever  bought 
any  of  the  Japanese  bonds. 

Q.  Apparently  the  Mutual  Life  went  into  the  market  and 
bought  from  the  syndicate  managers  on  the  public  offering  an 
amount  equivalent  to  their  subscription?    A.  Apparently  yes. 

Q.  That  was  not  done  by  virtue  of  any  obligation  at  all?  A. 
No. 

Q.  And  you  as  a  participant  in  the  syndicate  were  under  no 
obligation  to  buy  any  bonds,  that  is,  in  the  public  offering?  A. 
Well,  whatever  the  conditions  in  the  syndicate  subscription  were, 
which  I  can't  now  recall. 

Q.  Well,  you  were  under  the  obligation  to  take  the  bonds  if 
called  upon  to  do  so?    A.  Yes. 

Q.  But  they  were  all  sold  in  the  market  so  you  were  not  called 
upon  to  do  so  ?    A.  Yes. 

Q.  And  you  did  not  buy  any  in  the  market?  A.  I  did  not  buy 
any  in  the  market.    I  wish  I  had. 

Q.  Now  in  the  case  of  the  Southern  Pacific  4  per  cent,  refund- 
ing syndicate,  you  make  no  statement  in  your  paper.  Exhibit  285, 
as  to  whether  the  Mutual  Life  bought  any  of  those  bonds? 

THE  WITNESS:  Mr.  Timpson,  will  you  answer  that? 

MR.  TIMPSON:  It  is  stated  on  that  sheet  you  have  there, 
Mr.  Hughes. 

MR.  HUGHES :  Well,  in  Mr.  McCurdy's  statement  there  is 
nothing  about  that. 
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Q.  You  do  not  mean  to  imply  by  that  that  the  Mutual  Life 
did  not  purchase  any  bonds  ?   A.  No ;  I  believe  we  did,  didn't  we  ? 

MR.  TIMPSON :  Yes,  sir,  we  bought  three  millions  of  bonds. 

MR.  HUGHES :  You  bought  three  millions  of  bonds? 

MR.  TIMPSON :  And  since  bought  another  million. 

MR.  HUGHES :  And  since  bought  another  million  from  the 
syndicate  managers? 

MR.  TIMPSON:  No,  sir;  in  the  open  market. 

MR.  HUGHES:  But  the  three  millions  were  bought  on  the 
public  offering  from  the  syndicate  managers  ? 

MR.  TIMPSON :  Yes,  sir. 

MR.  HUGHES :  And  the  subscription  to  the  syndicate  on  the 
part  of  the  Mutual  Life  was  only  a  million  and  a  half  ? 

MR.  TIMPSON :  That  is  right,  sir. 

Q.  Now,  did  you  buy  any  bonds  from  the  syndicate  managers, 
Mr.  McCurdy,  yourself,  individually  ?  A.  I  did  not ;  no ;  not  that 
I  recollect. 

Q.  You  have  said  several  times  in  connection  with  these  syn- 
dicates in  the  memorandum  that  profits  could  not  have  been  de- 
rived by  the  other  members  of  the  syndicate  from  the  Mutual 
Life  purchases  for  various  reasons  which  you  gave.  In  this  case 
of  the  Southern  Pacific  4  per  cent,  refunding  syndicate  the  fact 
was  that  the  purchase  by  the  Mutual  Life  did  contribute  to  the 
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profits  divided  among  the  members  of  the  syndicate?  A.  Not 
at  all. 

Q.  Why  not?  A.  Because  I  couldn't  make  any  more  out 
of  the  Mutual  Life  Insurance  Company  than  the  Mutual  Life 
Insurance  Company  could  make  out  of  me.  No  member  of  a 
syndicate,  and  underwriting  guarantor,  makes  any  money 
out  of  any  other  member.- 

Q.  Well,  of  course,  not  in  a  special  and  limited  sense,  but 
in  another  sense  every  member  who  shares  in  the  profits 
makes  money  by  reason  of  the  purchases  which  are  made  and 
the  public  offering  of  the  bonds,  because  the  profits  of  the 
members  are  derived  from  the  proceeds  of  the  sale,  is  not 
that  so?     A.  No,  I  don't  agree  with  you  "at  all. 

Q.  Well,  please  state  what  your  view  is  of  the  matter?  A. 
Because,  as  I  told  you  just  before  we  adjourned,  by  the  terms 
of  the  offering  from  the  bankers  or  syndicate  managers  to  the 
subscribers  of  the  underwriting  syndicate,  it  has  already  been 
agreed  upon  between  the  subscribers  and  they  subscribe  on 
that  basis,  or  they  would  not  be  allowed  to  subscribe  at  all, 
that  the  one  is  the  equivalent  of  the  other  absolutely. 

Q.  That  what  is  the  equivalent  of  what?  A.  The  bond,  in 
case  it  is  not  sold  by  the — not  purchased  by  the  public,  is  the 
equivalent  of  the  cash,  and  on  the  other  hand  the  compen- 
sation of  the  underwritings  as  agreed  in  advance  is  to  be  made 
either  in  cash  or  bonds.  It  makes  no  difference.  They  have 
agreed  in  advance  that  one  is  the  equivalent  of  the  other,  so 
whether  the  bonds  are  sold  in  full  upon  the  market  or  not 
makes  no  difference  to  the  signers  of  that  syndicate  paper. 
They  get  bonds  or  what  they  have  agreed  to  be  equivalent, 
and  the  profit  is  the  same,  and  it  does  not  make  any  difference. 
I  know  that  inadvertently,  I  think  Mr.  Juilliard  answered 
your  question — yes,  I  saw  it  at  the  time — I  think  Mr.  Juilliard 
was  in  error  at  that  time  and  I  think  so  still.     I  think  it  makes 
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no  matter  whatever,  in  theory  or  in  fact,  whether  the  bonds 
are  sold  in  the  market  or  not.  If  the  public  does  not  take 
the  whole  of  those  bonds  they  come  back  in  the  distributed 
pro  rata,  and  even  if  the  value  had  not  been  agreed  upon  and 
fixed  and  settled  in  advance,  and  the  fact  that  the  syndicate 
managers  or  the  subscribers  of  the  syndicate  get  the  boTids 
at  the  syndicate  price,  less  what  the  public  would  take  up, 
a  very  large  proportion  of  the  bonds,  certainly  indicates  they 
ought  to  be  worth,  in  this  case,  I  fancy. at  least  2i/^  per  cent, 
less  if  the  majority  of  any  issue  would  .have  been  sold  and 
paid  for  by  the  public,  and  the  subscribers  in  any  case  would 
get  their  bonds  less  than  the  public  paid  for  a  very  large  pro- 
portion, no  matter  what  that  proportion  may  be. 

Q.  Let  us  take  this  Southern  Pacific  case  as  an  illustration 
without  characterization  or  argument,  and  let  us  get  at  just 
what  the  actual  practice  was,  and  then  see  what  deduction  can 
properly  be  derived  from  that.  A.  When  you  come  to  the 
actual  facts,  I  do  not  carry  them 

Q.  I  have  them  here,  and  let  me  suggest  them  to  you.  A.  I 
do  not  carry  them  in  my  head. 

Q.  In  the  first  place  you  got  on  account  of  your  subscrip- 
tion to  this  Southern  Pacii&c  Refunding  four's  syndicate  a 
certain  amount  of  money.  That  amount  of  money  was  your 
pro  rata  share  of  the  excess  realized  by  the  syndicate  managers 
on  the  public  sale  of  the  funds  over  and  above  the  amount 
paid  by  the  syndicate  managers  for  the  bonds,  and  certain 
expenses  and  agreed  compensation.  A.  I  fancy  that  is  a  cor- 
rect statement.    . 

Q.  The  moneys  that  were  divided  among  the  members  of 
the  syndicate  then  were  the  profits  that  the  syndicate  man- 
agers have  in  hand  for  distribution  as  a  result  of  the  public 
sale?    A.  Probably. 
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Q.  One  of  the  purchases  from  the  syndicate  managers  was 
the  Mutual  Life  Insurance  Company?    A.  Very  well. 

Q.  And  the  Mutual  Life  bought  three  million  dollars  of 
bonds  at  96%;?    A.  Yes. 

Q.  A  great  many  other  people  bought  bonds  from  the  syn- 
dicate managers,  and  in  that  way,  out  of  the  proceeds  of  the 
sale  the  syndicate  managers  had  enough  to  pay  the  original 
cost  of  the  bonds  and  their  expenses  and  compensation  and 
something  over.  That  is  it,  is  it  not?  A.  Well,  what  is  the 
inference  you  want  to  draw  from  it? 

MR.  BECK:  You  omitted  one  fact,  and  that  is  that  the 
issue  was  very  largely  over-subscribed  by  the  public. 

MR.  HUGHES :     I  do  not  see  what  that  has  to  do  with  it. 

MR.  BECK :  It  is  essential  to  the  complete  history  of  the 
matter. 

MR.  HUGHES :  As  a  fact,  but  I  do  not  see  that  it  affects 
the  result  very  much. 

THE  WITNESS :  I  asked  what  inference  you  draw  from 
that. 

Q.  I  draw  the  inference  from  it  that  every  member  of  the 
syndicate  who  got  a  share  of  the  profits  that  were  divided  by 
the  managers  was  enabled  to  get  that  share  by  reason  of  pur- 
chases from  the  syndicate  managers  and  the  "supplying  to  the 
syndicate  managers  all  the  moneys  in  excess  of  the  cost  of  the 
bonds  which  were  thus  divided,  is  not  that  true?  A.  It  did  not 
make  a  button's  difiference  in  this  case,  who  bought  the  bonds. 
In  this  case,  as  Mr.  Beck  has  said,  the  bonds  were  largely  over- 
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subscribed  and  to  the  signers  of  the  syndicate  agreement  it  did 
not  make  any  difference  whether  they  were  brought  by  the 
Mutual  Life  or  Tom  Jones. 

Q.  You  mean,  if  the  Mutual  Life  had  not  purchased  them, 
somebody  else  would  have?    A.  Yes. 

Q.  Well,  we  may  suppose  in  a  successful  issue,  when  the 
bonds  are  larg'ely  oversubscribed,  it  might  be  conceivably  the 
case.  A.  That  was  the  case  in  this  instance,  and  consequently 
it  did  not  make  any  difference. 

Q.   That  is  what  you  mean  then?    A.   Yes,  sir. 

Q.  And  apart  from  what  might  have  been  done,  had  the 
Mutual  Life  not  bought  them,  the  fact  is,  that  the  Mutual  Life 
did  buy?  A.  Yes,  and  it  made  no  difference  to  the  other  sub- 
scribers to  the  syndicate,  as  I  say,  whether  the  Mutual  Life 
bought  it  or  somebody  else  bought  it. 

Q.  If  somebody  else  had  bought  just  as  much  as  the  Mutual 
Life  had  bought,  somebody  else  would  have  contributed  as  much 
of  the  moneys  to  be  divided  as  the  Mutual  Life  contributed. 
A.  They  did  not  contribute  anything. 

MR.  BECK :  May  I  suggest  that  the  issue  was  so  largely  over- 
subscribed that  if  the  Mutual  Life  had  not  bought  a  single  bond, 
the  profit  of  the  individual  members  would  have  been  just  as 
great.    Is  not  that  the  fact? 

THE  WITNESS :  That  is  what  I  mean  and  am  trying  to 
express. 

MR.  HUGHES :  I  understand  that  is  the  particular  point 
that  is  made,  that  in  this  case  the  issue  was  so  greatly  in  excess 
that  the  Mutual  Life  did  not  have  to  buy  any  bonds  in  order 
to  make  up  the  funds  for  division  that  others  would  have  if  they 
had  not,  and  I  am  calling  attention  to  the  fact  that  apart  from 
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any  such  hypothesis,  the  Mutual  Life  was  one  of  the  purchasers 
and  by  its  purchase  contribute  to  the  fund  that  was  actually 
divided. 

THE  WITNESS:  And  it  bought  more,  too,  because  it 
thought  it  was  a  good  thing. 

MR.  BECK:  Is  this  the  paper  for  which  you  asked  me  this 
morning? 

MR.  HUGHES:  I  don't  know.    What  is  this? 

MR.  BECK :  It  is  the  stenographer's  minutes.  Of  course,  you 
must  take  the  accuracy  of  the  stenographer.  I  assume  it  is 
accurate. 

MR.  HUGHES :  I  will  assume  it  is  accurate. 

Q.  Without  going  through  this  list  that  you  have  furnished, 
let  me  ask  you  the  general  question  whether  or  not,  in  your  re- 
marks upon  the  various  syndicate  participations  of  your  own 
you  have  intended  in  any  way  to  contradict  or  modify  the  state- 
ments as  to  the  Mutual  Life's  transactions  contained  in  the 
sheet  furnished  by  the  company?    A.  Not  in  the  slightest  degree. 

Q.  So  that,  where  we  find  in  the  sheet  furnished  by  the  com- 
pany that  the  Mutual  Life  has  bought  any  bonds  or  withdrawn 
any  bonds,  we  are  to  take  that  as  accurate,  whatever  may  be 
contained  in  your  memorandum?  A.  Undoubtedly. 

MR.  HUGHES :  Then,'  in  order  to  save  time,  I  will  offer  this 
paper,  which  has  been  frequently  referred  to,  but  not  actually 
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a  part  of  the  record,  to  wit.  Exhibit  50  for  identification,  in  evi- 
dence. 

(The  paper  was  marked  Exhibit  50  in  evidence.) 

THE  WITNESS :  My  statement  was  made  by  officials  in  the 
treasury  department,  and  I  assumed,  therefore,  that  it  corres- 
ponds. 

Q.  In  connection  with  the  Imperial  Japanese  Government  4%, 
the  first  series  in  which  the  Mutual  Life  bought  $3,896,000,  can 
you  tell  me  what  was  the  rate  of  the  syndicate  subscription?  A. 
Unless  it  is  on  my  memorandum  I  do  not  carry  it  in  my  head. 

Q.  Well,  it  is  proper  to  assume  that  the  price,  when  the  bonds 
are  bought  from  the  syndicate  managers  upon  the  public  offer- 
ing, is  higher  than  the  price  at  which  the  syndicate  subscription 
is  made?     A.  Yes. 

Q.  Now,  apart  from  the  syndicate  in  which  the  Mutual  Life 
has  participated  as  a  member,  and  you  have  participated  as  a 
member,  have  you  been  interested  in  any  syndicates  where  the 
Mutual  Life,  although  not  a  participant,  has  purchased  bonds 
from  the  syndicate  managers?  A.  Not  to  my  knowledge  or 
recollection. 

Q.  In  preparing  the  data,  which  you  have  prepared  for  this 
examination  and  presented  here,  did  you  have  in  mind  such 
cases  as  that  so  that  they  would  be  embraced  if  they  existed? 
A.  I  gave  instructions  to  put  down  everything  that  I  was  in- 
terested in,  in  which  the  Mutual  Life  was  interested. 

Q.  Whether  as  a  participator  or  a  purchaser?  A.  I  so  under- 
stand it. 

Q.  Did  the  Mutual  Life  some  time  ago  acquire  a  considerable 
amount  of  real  estate  in  Brooklyn?  A.  It  always  has  had  some, 
yes. 
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Q.  But  it  did  acquire  a  considerable  amount  of  real  estate 
through  foreclosure  sales?    A.  It  always  does. 

Q.  Does  it  hold  a  considerable  amount  to-day?  A.  Less,  I 
think,  than  it  did  at  some  times.    Mr.  Richards  is  the  comptroller. 

MR.  RICHARDS :    Only  one  piece. 

THE  WITNESS :  Mr.  Richards  is  the  comptroller,  and  when 
you  come  to  bond  and  mortgage  transactions  I  would  like  to  have 
you  ask  him. 

Q.  I  will  take  that  up  a  little  later.  Just  now  I  want  to  know 
if  a  few  years  ago  the  Mutual  Life  took  steps  to  dispose  of  its 
Brooklyn  property?    A.  It  certainly  did. 

Q.  What  were  those  steps  ?  A.  I  think  an  association  or  some- 
thing of  that  kind,  or  a  real  estate  holding  corporation  was 
formed  by  somebody,  not  by  the  Mutual  Life  or  by  any  one  inter- 
ested in  it  directly  or  indirectly. 

Q.  What  was  the  name  of  the  corporation  ?  A.  I  do  not  recall 
it.    Do  you  know,  Mr.  Richards? 

MR.  RICHARDS :  It  was  called  the  Corporation  Liquidating 
Company. 

A.  The  property  was  sold  to  Mr.  Andrew  J.  Cohe,  and  he 
transferred  it  to  the  Corporation  Liquidating  Company  of  which 
he  was  the  president. 

Q.  Had  you  any  interest  in  that  company  ?    A.  No,  sir. 

Q.  Had  any  oii&cer  of  the  Mutual  Life  any  interest  in  it  so  far 
as  you  know  ?    A.  Not  so  far  as  I  know  or  believe. 

Q.  Was  it  a  corporation  or  association  of  individuals  entirely 
apart  from  any  persons  connected  with  the  Mutual  Life  ?  A.  Ab- 
solutely. 


2178 


Testimony  of  Richard  A.  McCurdy 

Q.  What  led  such  an  organization  of  independent  persons  to 
purchase  en  bloc  the  holdings  of  the  Mutual  Life  in  Brooklyn? 
A.  I  could  only  answer  inferentially.  Probably  the  fact  that  our 
reports  are  public  property  and  the  knowledge  of  the  fact  that  we 
held  a  good  deal  of  real  estate  there  might  induce  people  to  think 
that  if  it  was  to  be  had  at  a  good  price  under  one  management 
they  could  handle  it  so  as  to  make  money.  I  think  the  matter  was 
under  negotiation  for  a  good  long  time.  I  think  we  had  a  good 
deal  of  difficulty  in  bringing  those  people  to  terms,  did  we  not, 
Mr.  Richards? 

MR.  RICHARDS :  A  list  of  real  estate  in  Brooklyn  was  given 
to  at  least  six  different  firms  there,  and  we  finally  accepted  the 
offer  from  the  best  bidder. 

THE  WITNESS :  All  this  property  of  ours  had  been  in  the 
hands  of  different  brokers  in  Brooklyn  for  some  time,  had  it  not? 
We  had  been  trying  to  get  rid  of  it,  hadn't  we  ? 

MR.  RICHARDS:    Yes. 

Q.  What  I  wanted  to  ask  you  specially  about  was  whether,  so 
far  as  you  know,  any  officer  of  the  Mutual  Life  had  anything  to 
do  with  it?    A.   I  answer  that  unhesitatingly,  no. 

Q.  The  details  I  will  bring  out  a  little  later.  What  did  you 
know  about  the  acquisition  of  the  Bank  of  California,  Mr. 
McCurdy?  A.  It  came  up  by  a  letter  from  Mr.  William  Bab- 
cock,  who  was  our  resident  trustee  in  California.  He  is  head  of 
the  firm  of  Babcock  &  Company,  which  are  one  of  the  largest 
coastwise  merchants  and  banking  houses  in  California  or  on  the 
Pacific  Coast,  I  believe.  I  think  he  is  also,  if  not  vice-president, 
an  honorary  vice-president  of  the  Bank  of  California. 

Q.  Well,  what  investigation  did  you  personally  make  as  to  the 
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propriety  of  that  purchase  and  as  to  the  price  at  which  the  stock, 
was  obtained,  or  with  reference  to  the  question  whether  any  of 
the  stockholders  of  the  Bank  of  Cahfornia  were  reahzing  a  profit 
at  the  expense  of  the  Mutual  Life?  A.  The  matter  was  very 
thoroughly  looked  into  by  the  treasury  department,  to  whom  the 
correspondence  was  turned  over  and  it  was  submitted  to  the  Fin- 
ance Committee,  the  treasurer  and  g,ssistant  treasurer,  Mr.  Timp- 
son  being  ex  officio  members  of  the  Finance  Committee,  but  not 
voting,  never  voting.  The  ex  officio  members  of  the  Mutual  Life 
do  not  vote. 

Q.  Do  you  know  from  whom  that  stock  was  purchased?  A. 
No. 

Q.  Did. you  ever  know?    A.  I  never  did. 

Q.  Did  you  know  whether  or  not  Mr.  Babcock,  one  of  your 
trustees,  had  an  interest  in  it,  that  is,  a  selling  interest  in  the  stock 
which  was  sold?  A.  I  do  not  believe  anything  of  the  kind.  He 
is  too  honorable  a  man  to  do  anything  of  the  kind. 

Q.  And  nothing  which  would  justify  such  a  conclusion  has 
ever  been  brought  to  your  attention  ?  A.  Nothing,  and  I  shoula 
repudiate  it  if  it  was  seriously  brought  to  my  attention.  I  have 
known  Mr.  Babcock  for  a  great  many  years,  and  I  do  not  know 
a  man  of  higher  character,  of  greater  purity  of  life  and  principle 
than  Mr.  William  Babcock,  of  San  Francisco. 

Q.  Well,  is  it  a  fact  that  the  stock  was  bought  by  the  Mutual 
Life  at  a  higher  price  than  the  price  at  which  it  was  offered  to 
the  stockholders  of  the  Bank  of  California?  A.  I  cannot  say'.  I 
do  not — I  had  no  stock  in  the  Bank  of  California  and  don't  know 
anything  about  that  part  of  it.  Probably  the  correspondence  with 
Mr.  Babcock  will  tell  the  whole  story,  it  is  on  file  in  the  company. 

Q.  A  matter  has  been  brought  to  the  attention  of  the  committee 
as  follows :  That  in  case  of  the  loss  of  a  policy  a  bond  is  required 
by  your  company  against  a  claim  upon  the  original,  and  that  a 
bond  is  insisted  upon  from  some  particular  surety  company. 
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Have  you  ever  heard  anything  of  that  kind?  A.  I  don't  believe 
it.     No,  I  never  heard  of  it  and  don't  believe  it. 

Q.  Is  it  a  fact  that  a  bond  is  insisted  upon  in  the  case  of  the 
loss  of  the  policy  ?  A.  Undoubtedly.  It  is  so  with  every  corpora- 
tion, if  a  certificate  of  stock  is  lost  they  require  you  to  give  a 
bond  of  indemnity  against  the  original  instrument 

Q.  Of  course,  a  policy  is  not  a  negotiable  instrument.  A.  No, 
but  it  can  be  transferred  by  assignment. 

Q.  With  the  consent  of  the  company  usually?  A.  I  never 
heard  of  that  being  asked.    It  is  nominal. 

Q.  But  it  is  a  condition?    A.  Yes. 

Q.  But  apart  from  that  you  do  require  it?  A.  I  never  heard 
of  that  question  being  raised  or  the  consent  of  the  company 
being  asked  or  refused  in  any  way.    That  is  merely  nominal. 

Q.  Do  you  require  a  surety  company  bond  ?  A.  I  don't  know. 
We  used  to  take  bonds,  I  believe,  from  any  reputable  person,  but 
nowadays  the  surety  company  bond  business  has  almost  entirely 
replaced  that.  But,  I  do  not  hesitate  to  say  we  would  take  the 
bond  from  any  responsible  company. 

Q.  You  do  not  require  them  to  go  to  any  special  surety  com- 
pany?   A.  Not  that  I  know  of. 

Q.  Has  the  Mutual  Life  got  any  interest  in  any  surety  com- 
pany?   A.  I  think  not,  have  we,  Mr.  Timpson? 


MR.  TIMPSON :  Not  that  I  know  of. 

Q.  Have  you  any  interest  in  any  surety  company?  A.  Oh,  let 
me  see,  I  believe  there  was  a  company  organized  within  a  year 
past,  a  casualty  company. 

Q.  The  Casualty  Company  of  America?  A.  I  believe  that  is 
the  name  of  it,  yes.    I  believe  I  subscribed  for  some  stock  in  it. 

Q.  A  number  of  the  officers  of  the  Mutual  Life  Insurance 
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Company  are  interested  in  that  company,  are  they  not?    A.  No, 
not  that  I  know  of. 

Q.  Is  your  son  interested  in  it  ?  A.I  think  he  has  some  stock 
interest,  have  you  not? 

MR.  ROBERT  H.  McCURDY:  Yes. 

Q.  Is  Mr.  Timpson  interested  in  it  ?    A.  Are  you  ? 

MR.  TIMPSON:   No,  sir,  he  is  not. 

Q.  Anybody  else  in  the  Mutual  Life  besides  yourself  and  your 
son?    A.  No. 

BY  MR.  COX : 

Q.  Does  that  company  write  bonds?  A.  I  don't  know,  that 
is  why  I  paused  a  moment  when  Mr.  Hughes  asked  me  the  ques- 
tion, and  the  question  went  through  my  mind  whether  it  was 
formed  or  not. 

MR.  ROBERT  H.  McCURDY:  I  do  not  think  it  does  write 
bonds. 

MR.  COX :  It  does  a  liability  business,  a  casualty  business  ? 
MR.  ROBERT  H.  McCURDY :  Yes. 

Q.  Are  you  insured  in  the  Mutual  Life?    A.  Yes. 

Q.  To  what  amount?  A.  Well,  I  could  not  count  over  my 
policies  exactly  from  the  Mutual  Life.  I  am  insured  generally, 
I  know,  and  most  of  my  insurance  is  in  the  Mutual  Life,  some- 
thing over  two  hundred  thousand  dollars. 
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Q.  Have  you  increased  your  insurance  from  time  to  time?    A. 
Yes. 

Q.  How    recently    have   you   insured   in   the   company?     A. 
About  five  years  ago  was  the  last  time. 

Q.  For   what  amount   did   you   then  take   insurance?     A.  I 
took  a  fifty  thousand  dollar  policy. 

Q.  What  premium  do  you  pay  upon  that  policy?  A.  I  do  not 
— I  think  my  premiums  that  I  pay — most  of  my  premiums  are 
paid  up  and  have  been  paid  up  long  ago,  in  full.  I  think  I  have 
only  got  two  policies  amounting  to  one  hundred  thousand  dollars 
that  I  have  taken  within  the  last  ten  or  fifteen  years  and  the 
premiums  on  those  are  in  the  neighborhood  of  about  nine 
thousand  dollars  a  year. 

Q.  In  order  that  we  may  have  exact  information  upon  that,  I 
would  like  to  have  a  statement  from  you  personally  as  to  yout 
own  insurance  in  the  Mutual  Life,  and  I  would  ask  you,  as-, 
president  of  the  company,  to  furnish  the  Committee  a  statemeht 
of  all  policies  which  are  held  by  the  officers  of  the  company,  with 
the  amount  of  premiums  paid  and  how  they  are  paid.  1 

MR.   BECK:   We  have   it  here,   Mr.   Hughes.      (Producing 
paper.) 

MR.  HUGHES :  The  statement  produced  is  offered  in  evi- 
dence. 

(Paper  marked  Exhibit  No.  286.) 

MR.  HUGHES :  As  the  subject  has  been  mentioned,  I  should 
say  that  it  would  be  proper  for  me  to  read  the  statement. 

MR.  BECK:  Yes,  I  wish  you  would. 
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MR.  HUGHES  (reading)  :, 

STATEMENT  OF  POLICIES  ON  LIVES  OF 
EXECUTIVE  OFFICERS. 

Richard  A.  McCurdy,  President,  1858;  July  22,  Policy  No. 
20,647,  $5>ooo  Life;  paid  up;  premium,  $94;  annually. 

April  23,  1862,  Policy  No.  26,509,  $250,  changed  to  $1,057; 
payable  in  one  sum;  paid  up. 

THE  WITNESS :  That  was  an  annuity. 

MR.  HUGHES :  I  will  read  that. 

Plan  Survivorship  annuity;  premium  changed  to  $375-57; 
single  premium. 

April  23,  1862,  Policy  No.  44,685,  amount  $1,000;  plan  life 
paid  up;  premium  $23.77;  payable  annually. 

March  17,  1866,  Policy  No.  44,686;  amount,  $1,000;  plan,  life 
paid  up;  premium  $23.73;  payable  annually. 

March  17,  1866,  Policy  No.  60,230;  amount,  $2,000;  plan,  life, 
ten  year ;  paid  up ;  premium  $96.96 ;  payable  annually. 

February  23,  1867;  Policy  No.  88,126;  am.ount,  $1,000;  plan, 
life  ten  year;  paid  up;  premium  $51.22;  payable  annually. 

October  8,  1868,  Policy  No.  88,127;  amount,  $1,000;  plan, 
life  ten  year;  paid  up;  premium,  $21.22;  payable  annually. 

October  8,  1868,  Policy  No.  88,128;  amount  $1,600;  plan  life 
ten  years;  paid  up;  premium  $51.22;  payable  annually. 

October  8,  1868,  PoHcy  No.  95,570;  amount  $1,500;  plan,  life, 
ten  years;  paid  up;  premiums  $76.83  annually. 

March  27,  1869,  Policy  No.  95,971;  amount,  $1,500;  plan, 
life  ten  year;  paid  up;  premium,  $73.86;  payable  annually. 
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March  27,  1869,  No.  of  Policy,  107,000;  amount,  $5,000; 
plan,  life  ten  year ;  paid  up ;  premium,  $262 ;  payable  annually. 

February  i,  1870,  Policy  No;  145,000;  amount,  $2,000;  plan, 
life  ten  year;  paid  up;  premium,  $112.48;  payable  annually. 

June  23,  1873,  Policy  No.  145,001 ;  amount  $3,000;  plan,  life 
ten  year;  paid  up;  premium,  $116.72;  payable  annually. 

June  23,  1873;  No.  of  Policy  145,002;  amount,  $1,000;  plan, 
life  ten  year;  paid  up;  premium,  $56.24;  payable  annually. 

June  23,  1873;  No.  of  Policy  145,003;  amount,  $1,500;  plan, 
life  ten  year;  paid  up;  premium,  $84.36;  payable  annually. 

June  23,  1873;  Policy  No.  145,005;  amount  $1,500;  plan, 
ten  year ;  paid  up ;  premium,  $84.36 ;  payable  annually. 

June  23,  1873;  No.  of  Policy  145,004;  amount  $1,000;  plan, 
life  ten  year;  paid  up;  premium,  $56.24;  payable  annually. 

November  7,  1885;  No.  of  Policy  272,555;  amount,  $20,000; 
plan,  life  ten  year;  paid  up;  premium,  $1,642;  payable  annu- 
ally. 

June  7,  1895;  No.  of  Policy  697,479;  amount,  $50,000;  plan, 
life ;  premium,  $3,995 ;  payable  annually. 

November  11,  1897;  Policy  No.  861,803;  amount,  $50,652; 
plan,  life;  premium,  $5,254;  payable  annually. 

MR.  BECK:  According  to  my  calculation,  that  amounts 
to  $150,204,  face  value,  to  which  the  additions,  I  presume, 
would  bring  the  policy  at  its  present  value  at  least  to  the 
$200,000  named  by  the  witness. 

THE  WITNESS:  I  added  to  that  policies  in  other  com- 
panies.    I  am  insured  for  at  least  $50,000  in  other  companies. 

MR.  HUGHES:     How  much  did  you  make  that? 

MR.  BECK:     $150,209. 
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MR.  HUGHES:  Proceeding  with  the  statement,  Exhibit 
285,  Robert  A.  Granniss,  Vice-President.  October  11,  1871, 
Policy  No.  125,406;  amount,  $S,ooo;  plan,  endowment,  35 
years  paid  up;  premium,  $122.90;  payable  annually.  March 
14,  1879;  Policy  No.  200,000;  amount,  $1,000;  plan  life;  pre- 
mium, $25.66;  payable  annually.  July  28,  1880;  Policy  No. 
212,418;  amount  $6,000;  plan  life;  premium,  $159.66;  payable 
annually.  May  10,  1886,  Policy  No.  281,340;  amount,  $15,000'; 
life;  five  years'  premium,  $610.50;  payable  annually.  June 
3,  1892;  No.  of  Policy  500,000;  amount,  $15,000;  plan  life; 
ten  years ;  premium,  $266.50 ;  payable  annually.  January  27, 
1902;  Policy  No.  1,206,700;  amount,  $10,000;  plan  life;  pre- 
mium, $653.10;  payable  annually. 

MR.  BECK:     The  total  is  $42,000,  if  you  want  it. 

MR.  HUGHES:  Just  take  that  statement  of  Mr.  Beck's, 
that  the  total  is  $42,000. 

Q.  What  is  Mr.  Granniss's  age?  A.  I  think  he  is  in  the 
neighborhood  of  64  or  65 ;  I  don't  recollect ;  somewhere  along 
there. 

Q.  Frederick  Cromwell,  treasurer. 

January  4,  1877;  Policy  No.  1,846;  amount  $6,000;  plan  life; 
premium,  $130.38;  payable  annually. 

July  3,  1885;  Policy  No.  266,238;  amount,  $10,000;  plan  life; 
ten  payment  five-year  distribution;  paid  up;  premium,  $636; 
payably  annually. 

July  21,  1887;  Policy  No.  304,242;  amount  $10,000;  plan  life; 
ten  payment ;  ten-year  distribution ;  paid  up ;  premium,  $671 ; 
payable  annually. 

December  24,   1894,  Policy  No.  666,040;  amount,  $60,000; 
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plan  life ;  ten  payment  ten-year  distribution ;  paid  up ;  pre- 
mium, $5,076;  payable  annually. 

MR.  BECK:    $86,000. 

MR.  HUGHES:     Walter  R.  Gillette,  vice-president. 

September  i,  1875;  Policy  No.  169,556;  amount,  $5,000;  plan 
life;  ten-payment  annual  dividend;  paid  up;  premium,  $139.45; 
semi-annually. 

October  25,  1879;  Policy  No.  206,553;  amount,  $290;  plan 
life;  paid  up;  premium,  $125.85;  single  premium. 

September  30,  1885,  Policy  No.  231,087;  amount,  $5,000; 
plan  life ;  ten  payment  five-year  distribution ;  paid  up ;  pre- 
mium $354.50;  payable  annually. 

December  29,  1888;  Policy  No.  345,057;  amourit,  $5,000; 
plan  life ;  twenty  payment  twenty-year  distribution ;  premium, 
$264.50;  payable  annually. 

December  14,  1895;  Policy  No.  733,721;  amount  $5,000; 
plan  life;  twenty-year  distribution;  premium,  $324;  payable 
annually. 

February  21,  1900;  Policy  No.  1,025,139;  amount,  $426;  plan 
life;  paid  up,  plus  one-half  Policy  No.  733,721 ;  premium,  $736; 
single  premium. 

MR.  BECK.     The  total  is  $20,716. 

MR.  HUGHES:     Isaac  F.  Lloyd,  second  vice-president. 

February  25,  1868;  Policy  No.  77,982;  amount  $6,000;  plan 
life;  annual  dividend;  premium,  $134.30;  payable  annually. 

November  9,  1878;  Policy  No.  194,244;  amount,  $3,500;  plan 
life;   annual   dividend;   premium,  $124.27;  payable  annually. 
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March  ii,  1880,  policy  No.  209,181;  amount,  $2,500;  plan,  life 
annual  dividend ;  premium,  $77.40,  payable  annually. 

MR.  BECK:  The  total  is  $12,000. 

MR.  HUGHES :  John  A  Fonda,  third  vice-president. 

February  20,  1869,  policy  No.  94,221;  amount,  $5,000;  plan, 
life  annual  dividend;  premium,  $88.95,  payable  annually. 

January  20,  1876,  policy  No.  172,777;  amount,  $2,500;  plan, 
life  annual  dividend;  premium,  $54.33. 

December  19,  1881,  policy  No.  225,850;  amount,  $5,000;  plan, 
life  annual  dividend;  premium,  $133.05,  payable  annually. 

March  16,  1889,  policy  No.  353,400;  amount,  $5,000;  plan 
life  twenty-payment  twenty-year  distribution;  premium,  $247, 
payable  annually. 

March  16,  1881,  policy  No.  353,402 ;  amount,  $S,ooo;  plan,  life, 
twenty-payment  twenty-year  distribution;  premium,  $247,  pay- 
able annually. 

MR.  BECK :   The  total  is  $25,000. 

MR.  HUGHES :  Robert  H.  McCurdy,  general  manager. 

September  15,  1887,  policy  No.  306,977;  amount,  $5,000;  plan 
life  ten-year  paid-up  premium,  $230.50,  payable  annually. 

August  21,  1881,  policy  No.  332,615;  amount,  $10,000;  plan, 
life  twenty-year  distribution ;  premium,  $305,  payable  annually. 

December  31,  1888,  policy  No.  345,169;  amount,  $50,000;  plan, 
life  twenty-year  twenty-year  distribution;  premium,  $2,425,  pay- 
able annually. 

November  26,  1889,  policy  No.  381,720;  amount,  $25,000;  plan, 
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endowment  twenty-year  paid-up;  premium,  $1,945,  payable  an- 
nually. 

October  6,  1897,  policy  No.  855,474;  amount,  $50,000;  plan, 
endowment  twenty-year  ten-payment  twenty-year  distribution; 
premium,  $4,020,  payable  annually. 

MR.  BECK:  The  total  of  that  is  $140,000.  Mr.  Hughes,  I 
want  to  say  that  these  are  only  the  existing  policies. 


MR.  HUGHES :   I  was  going  to  ask  about  that. 


MR.  BECK:  Mr.  Robert  McCurdy  had  at  least  two  policies 
that  have  matured.    I  don't  know  as  to  the  others. 

BY  MR.  HUGHES : 

Q.  I  will  ask  you,  Mr.  McCurdy,  whether  taking  the  list  of 
your  own  policies  that  includes  policies  which  have  matured  or 
which  have  been  surrendered  or  in  any  way  disposed  of?  A.  I 
don't  think  they  ever  surrendered  any  policies,  and  none  has  ever 
matured. 

Q.  So  that  is  a  complete  list,  so  far  as  you  are  concerned,  of 
all  your  insurance  in  the  company?  A.  I  believe  so,  although 
I  have  not  verified  it. 

Q.  And  all  these  premiums  that  have  been  stated  here  have 
been  paid  in  cash  ?    A.  Undoubtedly. 

Q.  in  what  other"  companies  are  your  other  policies,  Mr. 
McCurdy?  A.  I  have  no  objection — ^but  I  don't  know  what 
business  that  is  of  this  committee's — I  have  no  objection  to 
stating  it. 

Q.  If  you  have  no  objection  the  committee  has  suggested  they 
want  to  know.    A.  Well,  I  don't  think  that  is  any  of  the  business 
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of  the  committee.     However,  if  you  want  the  information,  you 
are  welcome  to  it. 

MR.  BECK :  Mr.  Hughes,  I  am  sure  neither  you  nor  the  com- 
mittee will  press  that  question. 

THE  WITNESS :   I  have  no  objection. 

MR.  BECK:  All  right,  if  you  have  no  objection,  all  right. 

THE  WITNESS :  I  think  I  have  a  policy  in  the  Equitable ;  I 
have,  I  think,  two  in  the  Connecticut  Mutual ;  I  think  I  have  got 
one  in  the  Washington,  and — I  think  that  is  about  all.  About 
$50,000  altogether. 

Q.  What  provision  is  made  for  the  traveling  expenses  of  offi- 
cers of  your  company?    A.  I  don't  know  that 

Q.  Is  any  allowance  made  for  traveling  expenses  or  do  they 
put  in  their  expenses  as  they  are  incurred?  A.  I  think  they  put 
them  in  as  they  are  incurred. 

Q.  Mention  was  made  the  other  day  by  you  of  Mr.  Archibald 
Waterhouse?    A.  Yes. 

Q.  When  did  he  die?  A.  Well,  a  few  years  ago;  I  couldn't 
tell  you  exactly,  I  think  about  five  years  igo. 

Q.  Do  you  recollect,  Mr.  Timpson? 

MR.  TIMPSON :  No,  sir ;  two  or  three  years  ago. 

Q.  Who  is  Philip  Farley?  A.  He  is — well,  I  think  you  asked 
me  yesterday  who  succeeded  Mr.  Thebaud  in  the  special  agency 
department.  Mr.  Farley  succeeded  Mr.  Thebaud  in  the  special 
agency  department,  and  whether  he  still  retains  that  position  now 
I  don't  know,  but'  he  travels  a  good  deal  for  the  company  on  vari- 
ous business. 
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Q.  What  is  his  present  business  with  the  company?  A.  His 
present  business — it  may  be  that  he  still  retains  supervision  of  the 
special  agency  department;  that  I  am  not  sufficiently  familiar 
with.  As  I  said,  I  have  not  looked  into  the  agency  business  for 
some  years. 

Q.  Who  is  Mr.  Seymour?  A.  Mr.  Seymour  is  the  general 
manager  of  the  Mutual  Life  Insurance  Company  for  the  Levant 
in  Paris. 

Q.  What  is  his  compensation?  A.  It  is  a  matter  of  percent- 
ages, I  fancy,  entirely. 

Q.  Do  you  know  what  they  are?     A.  No. 

Q.  Who  is  the  present  head  of  the  foreign  department  since 
Mr.  McCurdy's  retirement?  A.  Mr.  Duncan.  Henry  E. 
Duncan. 

Q.  Is  he  in  New  York?  A.  He  is. 

Q.  He  is  conversant,  I  suppose,  with  all  the  countries?  A. 
He  is  not  an  absentee. 

Q.  Well  I  did  not  know  but  what  he  might  make  his  head- 
quarters abroad?    A.  No;  he  is  here. 

Q.  Have  you  the  data  which  I  asked  you  for  yesterday  with 
regard  to  the  Hide  &  Leather  Bank  or  haven't  you  had  time  to 
prepare  that? 

THE  WITNESS :  Mr.  Allen,  did  you  look  into  that,  the  Hide 
&  Leather  Bank? 

MR.  ALLEN:  I  didn't  get  a  memorandum  of  it  Mr. 
McCurdy. 

THE  WITNESS:  Didn't  I  ask  you  to  get  that  for  me? 

MR.  ALLEN:  No,  sir,  Mr.  McCurdy. 
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MR.  McCURDY:  Well,  perhaps,  it  was  general.  If  I  have 
not,  if  you  will  trust  me  until  the  next  meeting,  I  will  get  it  for 
you  then.     Will  you  make  a  memorandum. 

O.  The  National  Surety  Company  is  a  tenant  of  the  Mutual 
Life,  is  it  not?  A.  The  National  Surety  Company,  yes,  cer- 
tainly.    No,  I  don't  think  there  is  such  a  company. 

MR.  TIMPSON:  The  National  Safe  Deposit  Company. 

THE  WITNESS :  I  think  you  are  thinking  of  the  National 
Safe  Deposit  Company. 

MR.  ALLEN :  There  is  a  national  surety  company  that  writes 
bonds  of  indemnity? 

MR.  HUGHES:  Well,  is  it  a  tenant  of  the  Mutual  Life? 
MR.  ALLEN :  No,  sir. , 

MR.  BECK:  Mr.  Hughes,  we  make  that  statement  subject  to 
verification.  It  is  a  possible  thing  that  among  the  many  teiiants 
it  might  be,  but  we  do  not  recall  it. 

Q.  The  National  Safe  Deposit  Company?  A.  I  wish,  by  the 
way,  if  I  may  be  allowed  to  interrupt  the  committee  some  of 
these  people  have  got  this  memorandum  of  mine,  will  see  if  the 
National  Safe  Deposit  Company  is  on  the  list  or  not.  If  it  isn't 
there  it  has  been  omitted  by  inadvertence.  I  have  got  fifty  shares 
of  stock  in  it. 

Q.  You  refer  now  to  the  National  Safe  Deposit  Company.  Is 
that  on  my  list?    A.  I  don't  recollect  whether  it  is  or  not. 

Q.  No,  that  is  not  on  your  list.  A.  Well,  that  list  must  have 
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been  made  up  very  hastily  by  somebody ;  it  ought  to  be  on  there. 

Q.  You  own  fifty  shares  of  stock?  A.  Fifty  shares  of  stock. 
I  wish  to  add  that  to  the  list  now. 

Q.  Do  any  other  officers  of  the  company,  so  far  as  you  know, 
own  stock  in  the  National  Safe  Deposit  Company?  A.  I  think 
very  few,  and  to  a  very  small  extent. 

Q.  What  is  the  capitalization  of  that  company?  A.  I  think  it 
is  two  hundred  thousand  dollars. 

Q.  Two  hundred  thousand  dollars?  A.  Yes.  I  took  that 
from  a  sense  of  duty. 

Q.  Then  the  Mutual  Life  has  a  controlling  interest  in  that 
company.  I  find  that  it  has  1,155  shares  according  to  your  list. 
A.  Probably  it  has.  It  is  a  tenant  of  the  company  in  its  home 
office  here,  and  I  took  shares  simply  because  I  was  the  president 
of  the  company,  although  I  knew  it  would  be  a  very  long  time, 
and  so  advised  my  friends,  'before  it  would  be  remunerative. 

Q.  Well,  apparently,  it  pays  four  per  cent?  A.  I  believe  it 
does. 

Q.  And  the  shares  are  worth  about  par  ?  A.  About  par ;  a  little 
over,  I  think. 

Q.  And  what  did  you  pay  for  those?    A.  I  paid  par. 


MR.  TIMPSON :  I  think  they  are  worth  more  than  par,  now. 


sir. 


THE  WITNESS:  I  say,  I  answered  Mr.  Hughes  that  they 
are  worth  more  than  par. 

MR.  TIMPSON :  We  carry  them  at  par,  but  they  are  worth 
more. 

THE  WITNESS :  He  was  asking  me  if  I  gave  par  for  them 
and  I  said  I  did. 
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MR.  TIMPSON :  He  asked  whether  they  were  worth  par. 
THE  WITNESS :  And  I  answered  him  rather  more  than  par. 
MR.  TIMPSON :  I  beg  your  pardon. 

Q.  You  know  the  old  safe  deposit  company,  the  New  York, 
in  your  old  building  on  Broadway?  A.  The  old  safe  deposit 
company  ? 

Q.  Yes.  A.  Yes. 

Q.  Has  the  Mutual  Life  any  interest  in  that?    A.  No. 

Q.  Have  you  any  interest  in  it?    A.  No. 

Q.  Have  any  of  the  officers  of  your  company,  so  far  as  you 
know?    A.  Not  that  I  have  reason  to  believe. 

Q.  There  is  only  one  other  question  that  I  want  to  ask  you 
at  this  time,  Mr.  McCurdy,  and  that  is  this ;  in  speaking  the 
other  day  about  campaign  contributions  I  didn't  put  this  question 
which  I  would  like  to  have  you  answer,  and  that  is,  whether  the 
Mutual  Life  has  ever  directly  or  indirectly  contributed  toward 
the  expense  of-  the  campaign  of  any  candidate  for  judicial  office 
in  the  City  of  New  York.    A.  Oh,  no ;  monstrous. 

Q.  What?    A.  Certainly  not. 

Q.  In  no  way?    A.  Oh,  I  can't  conceive  that  possible. 

Q.  Have  you  ever  been  solicited  by  the  agents  or  representa- 
tives of  any  political  parties  for  contributions?  A.  Probably, 
but  they  never  got  any. 

Q.  Well,  state  when  and  by  whom  you  have  been  solicited.  A. 
I  couldn't  state  at  the  present  time.  If  I  had  made  any  I  might 
recollect  it,  but  I  can't  recollect  it. 

Q.  Well,  you  have  been  solicited  for  contributions  when  you 
haven't  made  them?  A.  No,  I  don't  put  it  in  that  way.  I  say 
very  likely  I  have. 

Q.  Why  do  you  put  it  in  that  way?    A.  Well,  I  can't  deny 
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the  fact  when — I  can't  absolutely  deny  it,  but  I  can  deny  that 
I  ever  made  any  contribution  whether  I  was  solicited  or  not. 

Q.  Well,  were  you  solicited  in  the  campaign  of  1904  for 
contributions?    A.  I  think  that  is  possible. 

Q.  Did  anyone  ask  you  for  contributions  from  the  Mutual 
Life  to  the  expenses  of  any  political  party?  A.  I  think  it 
possible. 

Q.  Well,  who  did?    A.  I  can't  recall  at  the  present  time. 

Q.  Well,  for  what  party  or  parties?  A.  Well,  I  am  trying 
to  search  through  my  memory  and  see  if  I  can  fix  on  any  pre- 
cise incident.  Well,  we  were  pretty  generally  solicited  to 
subscribe  for  political  purposes  about  that  time.  I  really,  as 
Mr.  Granniss  was  good  enough  to  say  on  one  occasion,  my 
mind  is  a  blank. 

Q.  Well,  you  remember  something  about  it  certainly?  A. 
Well,  nothing  definite  at  all. 

Q.  Well,  were  you  solicited  by  both  parties,  the  leading 
parties?     A.  Well,  personally  I  don't  think  I  was  very  much. 

Q.  Well,  indirectly  or  impersonally?  A.  Well,  the  ques- 
tions are  so  very  vague,  and  my  memory  is  very  vague,  that 
I  can't  testify  with  any  accuracy  on  such  a  point  as  that.  The 
thing  was  in  the  air,  if  you  want  it. 

Q.  Well,  in  the  air  in  what  sense,  that  it  was  recognized 
by  you?     A.  Generally  talked,  generally  talked. 

Q.  With  whom  ?  A.  Oh,  I  can't  imagine ;  anybody  and 
everybody. 

Q.  Representing  both  parties?    A.  Probably. 

Q.  That  is  your  best  recollection  ?  A.  That  is  my  best  rec- 
ollection. 

BY  CHAIRAIAN  ARMSTRONG: 

Q.  Mr.  McCurdy,  were  you  present  last  fall,  at  any  time,  at 
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a  conference  of  men  interested  in  insurance  companies,  at 
which  the  topic  of  campaign  contributions  was  discussed? 
A.  Never  directly. 

Q.  Were  you  ever  invited  to  such  a  conference  that  you 
know  of?    A.  Never  directly;  not  that  I  recollect. 

Q.  Was  your  company  ever  invited  to  such  a  conference  to 
your  knowledge?    A.  Never  to  my  knowledge. 

MR.  HUGHES :     That  is  all  for  the  present. 

MR.  BECK:  Mr.  Hughes,  you  wanted  Mr.  McCurdy  to 
bring  the  explanation  with  reference  to  the  apartments  at  the 
Grosvenor. 

MR.  HUGHES:  I  thought  Mr.  Richards  was  going  to  give 
the  details  of  it. 

MR.  BECK:    Mr.  Richards  has  the  details. 

MR.  HUGHES :  If  you  want  to  say  anything  on  that,  Mr. 
McCurdy,  I  am  perfectly  willing. 

A.  I  don't  know  as  I  have  anything  special  to  say,  except 
I  did  look  it  up,  and  I  find  instead  of  paying  thirty-six  or 
thirty-eight  hundred  dollars,  as  I  said,  I  did  pay  rent,  I  find 
I  paid  forty-five  hundred  dollars  a  year  for  my  apartments, 
as  I  testified  before.  My  weekly  bills  for  provender  for.  Mrs* 
McCurdy  and  myself  were  on  my  direction  five  dollars  a  week 
more  for  each  of  us,  or  ten  dollars  a  week  more  than  anybody 
else  in  the  house  pays,  for  which  I  got  no  equivalent,  except 
the  satisfaction  of  feeling  that  I  was  certainly  paying. 
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ROBERT  H.  McCURDY,  recalled,  testifies  as  follows: 
BY  MR.  HUGHES: 

Q.  A  moment  ago  a  statement  was  made  that  there  were 
some  policies  upon  your  life  issued  by  the  Mutual  Life  which 
had  matured  and  which  were  not  included  in  the  list  offered 
in  evidence.  Will  you  kindly  state  yourself  what  those  were  ? 
A.  They  were  two  endowment  policies  of  $S,ooo  each.  One 
matured  and  was  paid  to  me  about  six  or  seven  years  ago  and 
the  other  five  or  six  years  ago.  I  think  two  successive  years 
I  received  endowment  policies  paid  to  me. 

Q.  When  were  those  policies  taken  out?  A.  Well,  they 
were  taken  out  when  I  was  25  years  of  age;  they  are  fifteen- 
year  endowment  policies.  The  first  one  was  paid  to  me  when 
I  was  forty  and  the  second  when  I  was  forty-one. 

Q.  About  what  did  you  get  upon  the  maturity  of  the  policies 
in  cash?    A.  I  don't  recollect. 

Q.  You  can  give  us  the  results,  I  "suppose?  A.  Near  on  to 
sixty-two,  three,  four  or  five  hundred  dollars. 

Q.  You  can  give  us  the  detail  of  that?    A.  Certainly. 

Q.  The  premium  and  the  amount  which  you  realized?  A. 
Certainly.     Mr.  Beck,  can  you  make  a  memorandum  for  me? 

MR.  BECK:     Yes,  I  will  make  a  memorandum. 

THE  WITNESS:  Of  the  two  endowment  policies  that 
were  paid  to  me. 

Q.  Now,  I  find  in  the  blotter  for  1904  that  on  February  29, 
1904,  you  received  as  general  manager  $1,500  for  traveling 
expenses.  What  was  that  for?  A.  When  was  that,  Mr. 
Hughes. 
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Q.  February  29,  1904.     A.  Oh,  yes;  I  recollect  the  trip. 

Q.  Well,  what  was  that  trip  ?  A.  It  was  a  trip  that  I  took. 
I  went  to  Lexington,  Kentucky,  to  Memphis,  to  New  Orleans, 
to  Austin,  Texas,  to  Los  Angeles. 

Q.  How  long  a  trip  was  it?  A.  I  was  gone  about,  I  shpuld 
say,  about  30  days,  I  should  think 

Q.  Now,  did  anybody  accompany  you?     A.  Yes. 

Q.  Who?  A.  The  president  of  the  company  and  my  wife 
and  my  mother. 

Q.  Did  this  $1,500  cover  only  your  personal  expenses?  A. 
That  is  all. 

Q.  Or  the  expenses  of  the  party?  A.  My  personal  ex- 
penses. 

Q.  Not  the  president's  expenses?  A.  Not  the  president's  ex- 
penses. 

Q.  Nor  your  wife's  expenses?    A.  No. 

Q.  Or  your  mother's  expenses?    A.  No. 

Q.  $1,500  was  the  amount?    A.  Yes. 

Q.  Did  you  have  a  privafe  car  ?    A.  We  did. 

Q.  Did  your  father  and  mother  accompany  you  on  the  entire 
trip?    A.  Yes. 

Q.  What  was  the  purpose  of  the  trip?  A.  The  object  in  my 
going  on  the  trip  was  to  visit  the  agencies  along  the  route  out  to 
California. 

Q.  What  was  your  father's  object?  A.  His  object  was,  as  he 
has  testified  yesterday,  he  usually  goes  away  in  the  month  of 
March  and  he  went  to  California. 

Q.  Well,  did  you  go  anywhere  that  he  didn't  go  on  that  trip? 
A.  No;  I  did  not. 

Q.  And  you  visited  the  agencies  at  those  places  that  you  have 
mentioned?    A.  I  did. 

Q.  Now,  I  find  on  April  30,  1904,  that  you  were  paid  for  trav- 
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eling  expenses  $1,367.76.  A.  Well,  now,  possibly  I  have  got  the 
first — what  was  the  date  of  the  first  payment,  if  you  please  ? 

Q.  The  first  payment  was  February  29,  1904,  $1,500?  A. 
Now,  then 

Q.  The  next  one  is  April  30,  1904,  $1,367.76?  A.  Well,  the 
$1,367  was  probably  the  trip  to  California,  because,  as  I  recollect 
it,  I  went  in  March. 

Q.  What  was  the  other  $1,500?  A.  Why,  I  don't  recollect 
specifically,  except  that  I  have  taken  several  trips  out  West,  vis- 
ited agencies. 

Q.  Well,  did  you  take  an  extended  trip  in  January  or  Febru- 
ary, 1904,  and  another  extended  trip  in  March,  1904?  A.  I  went 
— I  think  in  1904  I  made  several  trips  among  the  agencies.  I 
made  several. 

Q.  How  much  of  the  time  were  you  absent  from  the  city  of 
New  York,  I  mean  apart  from  your  sleeping  in  Morristown,  New 
Jersey — ^how  much  of  the  time  were  you  absent  from  the  city  of 
New  York  from  the  ist  of  January,  1904,  to  the  ist  of  May, 
1904  ?  A.  It  is  my  impression  that  I  made  two  business  trips,  Mr. 
Hughes.  I  went  all  through  the  middle  West,  Indianapolis, 
Cleveland,  Detroit,  starting  with  Toledo  and  Cleveland  and  De- 
troit, Chicago  and  all  those  places.  I  made  two  trips,  it  is  my 
impression.     I  then 

Q.  How  long  was  the  first  one  ?  A.  I  should  say  it  was  about 
three  weeks,  if  I  recollect. 

Q.  Did  any  one  accompany  you  on  that  trip?     A.  My  wife. 

Q.  Anybody  else  ?    A.  I  believe  she  had  a  maid. 

Q.  Any  other  person?    A.  No. 

Q.  Did  you  have  a  private  car?    A.  I  did  not. 

Q.  Well,  please  explain  how  it  was  that  you  spent  $1,500  on  a 
trip  of  that  sort?  A.  I  haven't  got  the  details  of  the  trip,  nor 
do  I  recollect  how  many  days  I  was  g'one,  Mr.  Hughes. 

Q.  Have  you  given  the  best  statement  you  can  about  that  ?    A. 
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I  have.  I  have  traveled — when  I  was  made  general  manager  of 
the  company  on  July  i,  1903,  I  naturally  wanted  to  acquaint  my- 
self with  the  agency  conditions  existing  here  and  I  have  traveled 
a  good  deal. 

Q.  Well,  did  you  travel  in  1903  also?  A.  It  is  my  impression 
I  traveled  in  the  fall  of  1903. 

MR.  ALLEN :  It  is  suggested  Mr.  Tatlock  went  with  you. 

THE  WITNESS:   Oh,  yes,  Tatlock;  I  forgot. 

Q.  Which  trip?    A.  On  one  trip. 

Q.  You  refer  to  whom  when  you  say  Mr.  Tatlock?  A.  Tat- 
lock, he  was  the  associate  actuary  of  the  company  at  the  time, 
and  we  went  together  on  business,  went  as  far  west  as  Denver. 

Q.  That  was  the  first  trip  ?  A.  I  have  really  forgotten  which 
trip. 

Q.  He  didn't  go  when  your  father  and  mother  went  and  your 
wife  went  with  you?    A.  No. 

Q.  When  you  had  a  car?    A.  He  did  not. 

Q.  And  that  trip,  you  are  quite  clear,  was  in  March?  A.  It 
was  in  March,  as  I  recollect. 

Q.  Now  the  other  trip  was  just  before  that  with  Mr.  Tatlock? 
A.  It  is  my  impression  that  that  trip  was  in — that  when  Tatlock 
and  I  went  off  together  that  it  was  in  the  fall  of  the  year. 

Q.  Then  that  is  a  different  occasion  from  this?  A.  Yes,  it  is 
a  different  occasion,  unless  that  was  paid  later.  I  really  don't 
know  what  trip  that  was. 

Q.  This  is  February  29,  1904.    A,  Yes. 

Q.  Now  take  such  time  as  you  desire  to  recall  that  to  your 
memory,  but  I  should  like  to  have  what  recollection  you  have  as 
to  the  trip  and  the  time  when  it  was  taken  ?  A.  Why,  I  really 
can't  say,  Mr.  Hughes,  it  is  very  easy  for  me  to  give  you  all  the 
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information  you  want  on  that  subject,  but  offhand,  as  I  say,  I 
have  traveled  a  good  deal. 

Q.  Very  good.  A.  I  have  visited  these  agencies  in  the  last 
year  and  a  half. 

Q.  Now,  I  call  your  attention  to  another  entry  in  the  blotter 
under  date  of  October  26,  1904,  $1,000  paid  to  you  for  traveling 
expenses.  What  was  that  for?  A.  I  take  it  that  was  for  travel- 
ing expenses,  Mr.  Hughes. 

Q.  Well,  I  know,  but  traveling  where  ?  A.  Well,  I  really  can't 
recall  the  sequence  in  which  these  trips  were  that  I  have  taken 
occurred.  As  I  say,  when  I  was  made  general  manager  I  was 
not  familiar  with  the  agency  conditions  and  I  have  traveled  a 
great  deal  since  then ;  I  have  made  quite  a  number  of  trips. 

Q.  Well,  this  was  only  in  1904,  last  year?  A.  1904,  yes.  Let's 
see 

Q.  Well,  now  can't  you  give  me  some  idea  of  the  trips  that 
you  made  in  that  year?  A.  I  can't  recollect  the  particular  places 
that  I  went  to,  no. 

MR.  BECK :  Mr.  Hughes,  I  am  inclined  to  think  that  the  wit- 
ness if  given  an  opportunity  to  consult  the  data  in  his  office  can 
give  you  far  more  accurate  information. 

THE  WITNESS :  I  can  give  you  the  information,  if  you  want 
it,  of  every  place  I  have  been. 

MR.  BECK:  Would  it  not  be  better  to  let  him  consult  any 
data  he  has? 

MR.  HUGHES:  I  should  be  very  glad  to  have  him  and  I 
hope  he  will  take  the  opportunity,  and  give  us  more  full  and 
complete  information,  but  I  should  think  we  could  get  at  least 
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a  general  idea  of  what  was  done  last  year  in  the  way  of  trav- 
elling.   If  the  witness  says  he  can't  give  it,  of  course  he  can't. 

MR.  BECK:  I  think  you  would  be  puzzled  to  tell  where  you 
were  October. 

MR.  HUGHES :  No ;  I  think  I  could  tell  you  with  great  ease. 
MR.  BECK:  Well,  perhaps. 

Q.  I  find  under  date  of  January  31st,  1903,  an  entry  of  trav- 
elling, John  Monroe  &  Company,  $4,060.98.  Who  is  John  Mon- 
roe &  Company?    A.  John  Monroe  &  Company? 

Q.  Yes.    Are  they  not  foreign  bankers?    A.  Yes. 

Q.  Well,  that  amount  would  apparently  be  for  a  letter  of 
credit  for  moneys  obtained  from  foreign  bankers  in  relation  to 
some  travelling  abroad,  if  it  has  any  relation  to .  travelling.  Do 
you  know  anything  about.it?  A.  I  don't  know  anything  what- 
ever about  it. 

Q.  Nothing  to  do  with  your  matters  at  all?  A.  I  was  not 
abroad  that  year,  I  know  nothing  about  it. 

Q.  When  did  you  become  general  manager,  Mr.  McCurdy? 
A.  July  I,   1903. 

Q..  Did  you  do  any  travelling  during  the  last  six  months  of 
1903  for  the  company?    A.  It  is  my  impressions  I  did. 

Q.  Do  you  have  any  recollection  as  to  what  trips  you  took? 
A.  I  think  I  went  down  to  Providence  and  Boston  and  Man- 
chester,  and   some  of  those   eastern   agencies. 

Q.  Did  you  make  any  Western  trip?  A.  I  think  I  went  out 
to  Chicago,  for  one. 

Q.  Was  there  anyone  else  who  was  travelling  on  the  business 
of  selecting  the  agencies  besides  yourself?     A.  When  we  went 
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out  to  Chicago,  it  was  to  attend  an  agents'  convention,  and  Mr. 
Charlton  T.  Lewis  went  along,  and  Dr.  Gillette,  I  think. 

Q.  When  was  that,  as  nearly  as  you  can  recall  ?  A.  That  was 
— I  should  say  it  was  December,  1903,  or  about  that. 

Q.  December,  1903?     A.  That  is  my  impression. 

Q.  How  long  a  trip  was  that?  A.  We  were  in  Chicago  two 
or  three  days. 

Q.  Did  you  make  any  other  trip  besides  that?^  A.  Not  on 
that.     We  went  to  Chicago  and  came  back. 

Q.  Well,  did  you  make  any  other  trip  for  the  company  at  that 
time,  that  is,  in  December,  1903?    A.  I  think  not. 

Q.  And  was  that  the  first  trip  aside  from  the  Boston  trip? 
A.  I  believe  so,  as  near  as  I  can  recollect. 

Q.  That  would  appear  to  be  covered  by  this  amount  of  five 
hundred  dollars  of  December  30,  1903,  which  has  a  note  opposite 
of  $327,  returned  December  31st.  What  is  the  C.  B.?  A. 
Mr.  Gertsinger,  can  you  explain  that  entry?  What  is,  "Returned 
C.  B." 

MR.  GERTSINGER:  Why,  you  returned  $327,  and  it  went 
through  our  cash  books  at  the  home  office. 

Q.  So  it  appears  there  that  you  withdrew  $500  for  your  ex- 
penses and  returned  $S^7?    A.  Yes,  sir. 

MR.  GERTSINGER :  Returned  $327. 

Q.  So  that  there  was  no  traveling  really  to  amount  to  any- 
thing in  1903?    A.  Not  as  I  recollect  it,  no. 

Q.  Now,  we  find  in  1904,  the  three  amounts  amounting  to 
about  $3,800,  and  if  you  can  make  a  statement  now,  regarding 
what  trips,  I  would  be  glad  to  have  you  do  so.  A.  Now,  I  can 
tell  you  in  a  general  way,  Mr.  Hughes.    I  took  one  trip,  went  as 
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far  west  as  Kansas  City — as  Denver,  Kansas  City  and  Denver, 
St.  Louis.  And  another  trip  I  took  was  the  trip  I  referred  to 
starting  along  on  the  Lake  Shore  and  going  west  to  Chicago, 
and  then  down  to  some  of  those  Western  towns,  Indianapolis, 
Cleveland  and  Columbus,  and  Springfield,  Illinois,  and  around 
in  that  section  of  the  country.  Those  are  two  trips,  and  then 
the  trip  when  I  went  to  California  in  the  spring. 

Q.  Those  were  the  three  trips?  A.  Those  were  the  three 
trips,  as  I  recollect. 

Q.  And  those  were  the  only  trips?  A.  As  far  as  I  can  re- 
collect they  were. 

Q.  Now,  the  first  of,  the  trips  was  when  you  were  accompanied 
by  your  wife  and  a  maid,  and  also  Mr.  Tatlock  went  with  you? 
A.  No,  I  should  say  that  trip — I  should  say  that  trip  was  in  the 
fall  of  1904.  The  trip  that  you  refer  to  was  the  trip  that  took 
place  about  in  January,  somewhere  along  there,  as  I  recollect. 

Q.  Well,  who  went  with  you  then?  A.  I  say  there  was  one 
trip — I  will  call  it  the  central  western  trip,  when  I  was  accom- 
panied by  my  wife;  she  had  a  maid  with  her. 

Q.  Mr.  L.  Tatlock  was  not  with  you  then?  A.  Tatlock  was 
not  along. 

Q.  And  when  was  that?  A.  That  was,  judging'  by  this  entry 
here,  it  was  somewhere  along  about  midwinter,  I  should  say,  I 
have  forgotten  the  date. 

Q.  About  January  or  February,  1904?  A.  I  should  judge 
about  that.    I  have  forgotten  really. 

Q.  And  that  was  about  a  three  weeks'  trip?  A.  Three  or  four 
weeks,  I  should  think,  we  were  gone. 

Q.  Then  the  next  trip  was  the  California  trip  with  your 
father?    A.  I  should  say  so,  yes. 

Q.  That  was  in  March?    A.  That  was  in  March. 

Q.  About  thirty  days?  A.  It  is  my  impression  I  was  gone 
about  thirty  days. 
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O.  And  did  he  come  back  with  you?  A.  He  did.  He  was 
taken  sick  with  gout,  an  attack  of  gout  in  Los  Angeles,  and  that 
trip  was  cut  short;  I  had  intended  leaving  him  in  Southern 
California,  and  I  had  intended  going  on  up  to  San  Francisco 
and  Portland  and  taking  a  general  trip  around  through  the  north- 
west, and  coming  home  that  way,  visiting  the  northwestern 
agencies.  My  father  was  taken  sick  with  the  gout  when  we  got 
to  Pasadena,  he  got  as  far  as  Los  Angeles,  and  there  he  was  sick 
in  bed  for  two  weeks,  and  I  had  to  come  home  with  them. 

Q.  Then  the  third  trip  was  in  the  fall  of  the  year,  or  the  early 
fall?    A.  Yes,  the  trip  we  went  through 

Q.  Who  were  with  you  on  the  third  trip  ?  A.  Tatlock  and  my 
wife,  who  always  travels  with  me. 

Q.  Well,  do  these  vouchers  for  your  expenses  include  your 
wife's  expenses.  A.  They  do  not;  they  never  have. 

Q.  Only  your  personal  expenses?  A.  Only  my  personal  ex- 
penses. 

Q.  Can  you  explain  how  it  is  that  the  amount  is  so  large  ?  A. 
I  really  didn't  know  that  it  was  large,  Mr.  Hughes.  As  I  say, 
I  can't  give  you  the  exact  number  of  days  I  was  gone. 

Q.  Well,  you  can  give  that  to  me  later?  A.  Oh,  I  was  travel- 
ing repeatedly. 

Q.  Have  there  been  any  trips  this  year,  1905?  A.  I  went 
down  in  the  spring  with  my  father  to  Florida. 

Q.  And  how  long  were  you  gone  ?  A.  Well,  we  had  about  the 
same  experience  there.  He  was  taken  sick  with  gout  there  also, 
and  he  was  sick  for  a  couple  of  weeks  there. 

Q.  Well,  was  that  a  business  trip  in  any  way?  A.  I  wasn't 
able  to  make  it  so,  no ;  I  didn't  see  any  agents. 

Q.  Then  there  was  no  payment  by  the  company  in  that  case? 
A.  I  should  say  not. 

Q.  Has  there  been  any  trip  which  you  have  taken  this  year  for 
which  the  company  has  paid?    A.  The  company,  so  far  as  this 
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year,  has  paid  me,  my  impression  is,  $298  to  reimburse  me  for 
some  entertainment  which  I  had  in  Paris ;  I  had  all  our  European 
managers  come  to  Paris  to  meet  me.  I  went  over  on  my  vacation, 
my  holiday. 

Q.  You  mean  this  summer?  A.  This  summer,  and  some  six- 
teen or  seventeen  of  those  gentlemen  met  me  in  Paris  and  I  gave 
them  an  entertainment,  dinner,  a  couple  of  dinners.  I  think  the 
whole  thing  was  $299,  if  I  recollect  right. 

Q.  That  is  all  that  you  have  had  this  year  ?    A.  That  is  all,  sir. 

Q.  For  disbursements,  outside  of  your  regular  compensation? 
A.  Yes,  sir. 

Q.  Is  any  other  person,  or  are  there  any  other  persons, 
charged  with  the  duty  of  inspecting  agencies  in  the  United 
States?    A.  Yes. 

Q.  Who  are  they  ?  A.  There  is,  in  the  first  place,  Mr.  Dexter, 
the  superintendent  of  domestic  agencies,  makes  trips  of  inspec- 
tion; then  he  has  under  him  some  three  or  four  agency  super- 
visors, I  think  they  are  called ;  they  travel  around ;  it  is  their  duty 
to  inspect  agencies. 

Q.  Why  haven't  you  made  any  trips  to  inspect  agencies  this 
year?  A.  Why,  I  really  don't  know.  I  have  seen  a  great  many 
of  the  agents  here  in  New  York;  it  didn't  seem  necessary. 

Q.  Why  was  it  necessary  last  year?  A.  Because,  as  I  said, 
when  I  was  made  general  manager  of  the  company  I  was  not 
familiar  with  these  agents  here  and  I  wanted  to  go  out  and  have 
a  look  at  them  for  myself. 

MR.  HUGHES :  That  is  all  for  the  present,  Mr.  McCurdy. 


WILLIAM  W.  RICHARDS,  called  as  a  witness,  being  duly 
sworn,  testifies  as  follows : 
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BY  MR.  HUGHES : 

Q.  What  is  your  occupation,  Mr.  Richards?  A.  I  am  comp- 
troller of  the  company. 

Q.  And  what  do  you  actually  do  as  comptroller?  A.  Why, 
some  of  the  duties  are  defined  in  the  by-laws  as  attending  to  the 
bond  and  mortgage  loans  and  looking  after  the  foreclosed  real 
estate. 

THE  CHAIRMAN :   A  little  louder. 

THE  WITNESS :  Foreclosed  real  estate  and  bond  and  mort- 
gage loans. 

Q.  Well,  did  you  also  look  after  the  real  estate  owned  by  the 
company?    A.  I  do  not. 

Q.  Who  does  that  ?  A.  That  is  in  the  hands  of  the  third  vice- 
president,  Mr.  Fonda. 

Q.  What  do  you  have  to  do  with  real  estate  which  has  been 
taken  on  foreclosure?  A.  Well,  rent  it  to  the  best  advantage 
while  we  have  it  and  sell  it  as  soon  as  we  can  at  a  profit. 

Q.  What  properties  have  you  now  under  your  control  or  man- 
agement? A.  Well,  we  have  92  properties,  I  think  that  is  the 
accurate  number. 

Q.  That  is  under  your  management?    A.  Yes. 

Q.  How  many  of  those  properties  are  in  the  State  of  New 
York?  A.  Well,  I  should  have  to  make  a  guess  at  that  and  say 
fifty  perhaps,  or  sixty.  I-haven't  got  them  divided  up  in  any  way 
locally. 

Q.  Do  you  include  the  home  office  building?    A.  No,  sir. 

Q.  That  is  not  in  your  department  at  all  ?  A.  No  office  build- 
ings are  in  my  department. 
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Q.  How  many  properties  have  you  in  the  city  of  New  York 
within  your  jurisdiction?      A.  Two. 

Q.  What  are  they?  A.  One  is  the  Grosvenor,  northeast  cor- 
ner of  Fifth  Avenue  and  Tenth  Street,  the  other  is  a  business 
building  on  the  southeast  corner  of  Prince  and  South  Fifth  Ave- 
nue, or  West  Broadway,  as  it  is  called. 

Q.  Have  you  a  statement  here  which  will  show  the  cost  to  the 
company  of  the  Grosvenor,  the  amount  expended  upon  it  and  the 
rentals  received  from  it?  A.  No.  We  carry  these  buildings — 
they  have  all  been  marked  down,  those  that  we  have  held  any 
time  and  have  not  been  able  to  sell  have  been  marked  down  so 
we  carry  them  in  the  assets  at  a  different  figure  than  the  cost. 

Q.  Well,  I  would  like  to  get  at  the  original  cost  of  them 
to  the  company?  A.  That  we  can  furnish  you  in  any  indi- 
vidual case. 

Q.  What  data  have  you  here  as  to  the  Grosvenor?  A.  I 
can  tell  you  from  memory. 

Q.  Very  well,  go  on.  A.  The  Grosvenor  is  in  our  assets  at 
$305,000;  it  is  a  plot  85  feet  front  on  Fifth  Avenue  and  80  feet 
on  loth  Street.  It  is  in  the  hands  of  a  manager  who  received 
a  salary  of  $1,800  and  a  percentage  on  all  he  turns  into  the 
company  above  $20,000.     It  pays  us  about  4  per  cent. 

Q.  That  is  what  percentage?  A.  10  per  cent,  over  and 
above  the  $20,000.  It  pays  us  about  4  per  cent,  on  the 
$305,000. 

Q.  How  much  does  the  manager  get?    A.  $1,800. 

Q.  I  know  the  rate  of  compensation,  but  how  much  money 
did  he  get  last  year?  A.  That  I  can't  tell.  Mr.  Brown,  do 
you  remember  that?  I  haven't  looked  up  these  details,  Mr. 
Hughes. 

MR.  BROWN:    About  $2,500. 
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Q.  What  .were  the  circumstances  under  which  the  Mutual 
Life  acquired  title  to  that  property?  A.  Well,  we  made  a 
loan  a  great  many  years  ago,  before  I  had  anything  to  do  with 
it,  to  a  Mr.  Cottonay.  I  think  originally  it  was  a  private 
house  and  a  stable,  and  he  altered  it,  perhaps  before  we  made 
the  loan — that  I  am  not  sure  about — into  an  apartment  build- 
ing, building  up  a  new  building  on  the  portion  where  the  stable 
was  and  altering  the  private  house  into  an  apartment,  and  it 
has  been  an  apartment  hotel  practically  ever  since  then.  That 
was  before  we  owned  it,  and  we  have  owned  it  some — guessing 
at  it — twenty  years.  But  the  location  there  has  been  in  a 
sort  of  changing,  transition  state;  nobody  knows  what  to 
put  up  there ;  if  you  are  going  to  improve  a  piece  of  ground, 
you  wouldn't  know  whether  to  put  up  an  apartment  building 
or  warehouse  or  what. 

Q.  Go  on.  A.  Well,  there  is  nothing  further  to  add,  ex- 
cept to  say  that  the  property  is  for  sale  to  anybody  who  wants 
to  buy  it. 

Q.  Well,  what  was  the  loan  that  the  Mutual  made  upon 
it?     A.  Well,  that  I  don't  recall. 

Q.  Well,  approximately?  A.  Well,  I  couldn't  tell  you,  Mr. 
Hughes. 

Q.  When  was  the  loan  made?  A.  Oh,  I  think  it  was  made 
perhaps  25  years  ago,  before  I  knew  nothing  about  it.  It  has  al- 
ways been  in  the  real  estate  account  since  my  day,  so  I  really 
have  no  knowledge  as  to  the  loan,  the  amount  of  it. 

Q.  Well,  don't  you  know  approximately  what  that  prop- 
erty has  really  cost  the  company?  A.  I  do  not  know.  I 
shouldn't  want  to — I  might 

Q.  Oh,  I  don't  want  you  to  guess,  but  if  you  could  make 
a  statement,  subject  to  correction,  I  would  be  glad  to  have  it? 
A.  Well,  I  should  make  a  guess  $500,000,  but  I  am  rnaking  sim- 
ply a  guess. 
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Q.  And  the  net  amount  received  by  the  company  from  it  is 
in  the  neighborhood  of  $12,000? 

THE  WITNESS:     Is  that  right? 
MR.  BECK:     Yes,  4  per  cent. 

Q.  4  per  cent,  on  $305,000?  A.  Yes,  4  per  cent,  on  that 
amount. 

Q.  That  is  about  the  net  rental.  The  gross  rentals  derived 
from  the  property  are  what?  A.  Well,  they  vary,  you  know. 
There  are  apartments  there  rented-; 

Q.  Have  you  a  statement  here  of  the  apartments  and  the 
rents?    A.  No,  I  have  not. 

Q.  You  can  furnish  a  statement  about  that  property.  What 
we  should  like  to  know  is  the  amount  loaned,  to  whom  the 
loan  was  made,  when  it  was  foreclosed  and  what  amounts 
have  been  expended  upon  the  property  since,  showing  the 
total  cost  to  the  company  of  the  property  and  the  gross  re- 
ceipts from  it  and  the  net  amount  realized  by  the  company. 
A.  You  mean  the  gross  receipts  during  the  time  we  have 
owned  it? 

Q.  Yes.  That  is  in  annual  periods,  of  course.  I  don't  want 
a  bulk  statement.  A.  You  see  it  is  a  long  time.  That  is  the 
reason  I  asked  it. 

Q.  If  you  will  give  me  the  cost  and  the  amount  laid  out 
upon  the  property  to  date,  you  can  confine  your  statement  as 
to  the  income  from  it  gross  and  net  to  the  last  five  years. 
What  is  the  other  property  you  have  spoken  of  on  Prince 
Street  and  West  Broadway?  A.  That  is  a  business,  store 
and  loft  property,  as  it  might  be  called. 

Q.  How  was  that  acquired  by  the  company?    A.  That  was 
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acquired  by  foreclosure,  about,  I  should  think,  last  winter 
some  time. 

Q.  What  was  the  amount  of  the  loan  ?  A.  It  cost  us  aboui 
$138,000;  I  have  forgotten  whether  the  loan  was  $135,000,  it 
was  in  that  neighborhood. 

Q.  And  does  $138,000  represent  the  total  cost,  including  the 
amount  laid  out?    A.  Yes. 

Q.  At  what  amount  is  the  property  carried  as  an  asset? 
A.  We  have  not  made  any  change  there  at  all. 

Q.  Is  it  carried  at  cost?    A.  Yes. 

Q.  What  is  the  income  from  that  property?  A.  Well,  we 
are  just  about — ^when  we  rent  the  lower  floor  and  the  base- 
ment my  recollection  is  we  shall  receive  about  ten  per  cent, 
net  on  it.     I  would  like  tcf  verify  that. 

Q.  Why  do  you  say  "when  we  rent  the  lower  floor"?  A. 
Because  the  lower  floor  was  not  rented  the  last  statement  I 
had  made  up,  but  there  was  a  tenant  about  to  take  it,  it  was 
in  prospect  of  being  rented. 

Q.  You  have  owned  that  about  a  year?  A.  Well,  approxi- 
mately. 

Q.  And  during  that  year  it  has  not  been  fully  rented?  A. 
Foreclosed  real  estate  never  is.  You  have  to  take  about  six 
months  to  fix  it  up. 

Q.  I  understand,  but  you  are  not  yet  in  a  position  to  make  a 
statement  showing  the  real  value  of  the  property  ?  A.  I  can  say 
now  it  has  paid  us  not  less  than  five  per  cent,  without  the  lower 
floor  and  basement. 

Q.  Now,  what  properties  in  Brooklyn  are  in  your  control  or 
management?    A.  We  have  only  one  property  there. 

Q.  What  is  that?    A.  It  is  called  the  Universal  Building. 

Q.  Is  that  the  old  Liebman  Building?    A.  Yes. 

Q.  When  did  you  get  that  ?  A.  I  have  got  to  make  a  guess  at 
that.    Perhaps  ten  years  ago,  perhaps  six  or  eight  years  ago. 
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Q.  What  was  the  amount  of  the  loan  ?  A.  We  had  an  amount 
of  $250,000  on  that  and  some  other  property.  A  portion  of  the 
property  was  sold  and  we  released  it  and  obtained,  I  think  it  was 
$110,000  as  a  consideration  for  the  release  and  that  left  a  bal- 
ance of  $140,000,  speaking  from  memory,  Avhich  is  the  present 
amount  of  the  cost  of  the  property  plus  any  interest  and  taxes, 
and  deducting  any  rent.  It  is  now  rented  for  $S,ooo  a  year,  I 
think  it  is. 

Q.  Through  whom  was  that  loan  obtained?  A.  I  think  the 
Liebmans  made  the  application  direct  to  the  company.  Mr.  Sey- 
mour L.  Husted  was  the  Brooklyn  representative  of  our  finance 
committee  at  the  time,  I  recollect. 

Q.  Is  there  any  agent  or  broker  who  particularly  secured  loans 
upon  the  Brooklyn  real  estate  from  the  Mutual  Life  Insurance 
Company?    A.   Not  that  I  know  of. 

Q.  And  never  has  been?    A.  No. 

Q.  And  you  don't  know  of  any  intermediary  between  the  com- 
pany and  Liebman?    A.  Oh,  no,  I  never  heard  of  him. 

Q.  The  amount  which  that  property  is  carried  on  the  books  of 
the  company  as  an  asset  is  what?  A.  I  think  we  marked  that 
down  to  about  $105,000;  Mr.  Brown,  is  that  right? 

MR.  BROWN:  $100,000. 

Q.   $100,000?    A.   $100,000  or  $105,000,  it  is  about  that. 

Q.  And  the  net  income  is  what?  A.  It  is  very  small;  the 
$5,000  about  pays  taxes.    I  do  not  think  it  is  more  than  that. 

Q.  And  there  is  no  net  income  from  the  property?  A.  No, 
very  little. 

Q.  At  what  basis  do  you  carry  it  at  $100,000?  A.  We  marked 
it  down  from  $140,000  to  $100,000  and  have  had  the  property 
appraised  by  the  Chauncey  Company  over  there,  and  I  think  by 
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Mr.  Martin  Just,  and  my  recollection  is  that  their  figures  justified 
putting  it  at  that  figure.  I  know  the  Chauncey  Real  Estate  Com- 
pany when  they  appraised  it  placed  it  at  more  than  that. 

Q.  I  asked  Mr.  Richard  A.  McCurdy  some  time  ago  with  re- 
gard to  real  estate  of  the  company  in  Brooklyn,  which  it  had 
disposed  of  some  years  ago.  I  understand  you  can  give  the 
full  history  of  that  matter,  and  I  should  like  to  have  you  do  so. 
A.  Well,  it  was  about  in  the  winter  of  1903  we  sold  all  that 
we  had  except  that  Liebman  building.  There  were  about  twenty- 
two  or  twenty-three  parcels.  I  used  the  word  parcel  because 
in  some  cases  there  was  more  than  one  piece.  We  sold  all  we 
had  except  the  Liebman  property  for  $600,000. 

Q.  What  had  those  properties  cost  the  company?  A.  That  I 
cannot  give  you.  We  were  carrying  them  in  our  assets  at  $580,- 
000.  We  received,  in  other  words,  about  twepty  thousand  dollars 
more  than  we  were  valuing  them  in  our  books. 

Q.  But  can  you  state  approximately  the  amount  at  which  they 
had  been  originally  acquired?  A.  I  can  state,  without  making 
any  mistake  in  the  matter,  that  the  properties  cost  us  more  than 
we  received,  but  I  do  not  want  to  say  exactly. 

Q.  Yes.  They  cost  very  much  more?  A.  Considerably  more, 
but  I  do  not  know  how  much.  They  were  loans  which  had  been 
made  during  a  long  period  of  time,  and  we  gave  descriptions  of 
the  various  pieces  of  property  to  the  various  real  estate  men  in 
Brooklyn. 

Q.  A  statement  has  been  made  to  me  that  they  cost  you  upward 
of  one  million  dollars.  Is  that  at  all  trustworthy?  A.  I  should 
think  that  is  too  much,  Mr.  Hughes.  I  do  not  think  the  loss  was 
anything  like  $400,000. 

Q.  These  properties  had  been  acquired  during  a  series  of 
years?    A.  Yes. 

Q.  Had  the  loans  originally  made  upon  the  property  been  made 
through  any  one  person,  as  broker  or  intermediary?     A.    No, 
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they  have  been  made  on  the  action  of  our  finance  committee,  in 
any  instance,  I  don't  know  whether  any  broker  ever  presented 
any  specific  application  or  not. 

Q.  Do  you  have  anything  to  do  with  applications  for  loans  to 
the  Mutual  Life?    A.  Yes,  sir. 

Q.  Do  they  come  to  you  in  the  first  instance?  A.  They  come 
to  me  or  somebody  under  me. 

Q.  In  other  words,  if  I  wanted"  to  get  a  loan  on  a  piece  of  real 
estate  I  would  be  referred  to  you  ?  A.  Yes,  sir,  or  to  my  depart- 
ment. 

Q.  To  your  department?    A.  Yes,  which  is  the  same  thing. 

Q.  And  it  would  be  handled  by  you  or  some  one  under  you? 
A.  Yes. 

Q.  Do  you  keep  a  record  of  applications  for  loans?  A.  We 
keep  the  applications  themselves,  as  long  as  we  have  the  loan. 

Q.  And  the  person  who  makes  the  application  appears,  of 
course,  in  that  record  ?  A.  Well,  they  do  on  the  application  itself. 
Sometimes  it  is  a  broker,  and  sometimes  it  is  the  owner. 

Q.  Are  those  kept  in  a  file?  A.  They  are  kept  so  long  as  the 
loan  exists.  We  have  no  reason  for  keeping  them  if  perchance 
we  foreclose  and  buy  in  the  property  and  sell  it,  the  bond  and 
mortgage  transaction  has  been  closed  then,  and  there  is  no 
object  in  keeping  the  original  application.  That  transaction 
is-ended. 

Q.  Have  you  the  applications  for  these  loans  on  Brooklyn 
property?  A.  Probably  not  all  of  them.  We  may  have  some 
of  them  left.  Because,  so  far  as  the  loan  that  concerned  this 
transaction,  they  were  closed  after  we  had  bought  in  the  prop- 
erty and  sold  it. 

Q.  You  had  applications  for  the  last  few  years,  of  course? 
A.  We  have  applications  for  the  last  few  years  where  we  have 
not  purchased  the'  property  and  sold  it. 
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Q.  How  voluminous  are  these  applications?  A.  Well,  it 
is (Witness  indicates.) 

Q.  Are  they  bound  in  annual  volumes?  A.  No,  they  are 
just  filed  away  in  boxes  and  numbered  in  accordance  with  the 
loan  numbers. 

Q.  Then  they  are  in  a  chronological  series?    A.  Yes,  sir. 

Q.  What  number  would  you  suppose  there  would  be  in 
1904?    A.  The  number  of  loans? 

Q.  Yes,  the  number  of  applications?  A.  I  suppose  about 
80  per  cent,  of  the  applications  are  turned  down  and  declined. 

Q.  You  keep  those?  A.  We  keep  them  for  a  while,  and 
then  throw  them  away  after  a  while. 

Q.  Do  you  keep  them  for  1900?  A.  Any  authentic  appli- 
cation, I  mean  written  out  on  a  blank — ^there  are  lots  of  verbal 
applications  talked  over,  those  you  cannot  keep. 

Q.  Not  until  we  get  phonographs  ?  A.  Yes,  but  the  regular 
applications  are  filed  away  and  kept  for  a  y6ar  or  two. 

Q.  Then  you  would  have  all  the  applications  for  1904?  A. 
Presumably. 

Q.  Yes.  I  would  like  to  have  you  produce  those,  or  if  it  is 
more  convenient  that  we  should  examine  them  before  the 
next  session,  to  have  that  opportunity.  A.  Do  you  mean  all 
the  applications  for  real  estate  loans  received  during  1904? 

Q.  Yes.  Now,  going  on  with  this  Brooklyn  matter,  I  un- 
derstand that  these  properties  were  conveyed  to  a  corporation  ? 
A.  They  were  conveyed  literally  to  a  Mr.  Andrew  J.  Cobe, 
who,  as  I  understand,  conveyed  the  property  immediately 
afterwards  to  a  corporation  called  the  Corporation  Liquida- 
tion Company,  of  which  he  is  president. 

Q.  Did  that  corporation  acquire  any  other  real  estate  than 
the  real  estate  which  had  been  owned  by  the  Mutual  Life? 
A.  Not  from  us,  no.    It  could  not. 

Q.  Not  from  you,  I  know,  but  was  it  formed  for  the  purpose 
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of  taking  over  the  Mutual  Life's  real  estate?  A.  I  think  not. 
They  own  other  property,  I  understand.  In  fact,  I  have 
known  applications  made  by  them  for  loans  on  New  York 
City  property  here. 

Q.  How  did  it  happen  that  a  corporation  was  formed  that 
took  over  all  the  real  estate  your  company  had  in  Brooklyn 
save  one  parcel  ?  A.  We  tried  to  make  them  take  that  parcel, 
but  they  would  not  do  it. 

Q.  Well?  A.  I  don't  know  how  that  corporation  happened 
to  be  formed.  It  was  formed  for  the  purpose  of  dealing  in 
real  estate,  so  far  as  I  understand,  but  not  exclusively  the 
real  estate  they  purchased  from  us.  As  I  understand,  I  think 
in  the  first  instance  the  list  of  the  property  which  we  owned 
over  there  was  given  to  the  various  real  estate  brokers  in 
order  that  we  might  dispose  of  them.  Do  you  want  a  state- 
ment of  the  West  Broadway  property  also? 

Q.  Yes.  Well,  that,  of  course,  is  within  a  small  compass. 
Who  made  the  overtures  for  the  taking  of  that  property,  you  or 
this  company?  A.  It  was  the  result  of  our  sending  out  lists 
of  the  property  we  owned  to  half  a  dozen  or  perhaps  more 
brokers. 

Q.  Then  the  scheme  of  forming  the  corporation  and  buying 
that  property  originated  outside  of  the  Mutual  Life?  A.  We 
knew  nothing  about  it  until  the  offer  was  made. 

Q.  Until  the  corporation  had  been  formed  and  the  offer 
made?  A.  I  understand  the  corporation  had  been  formed 
long  before  that,  and  that  is  simply  an  understanding.  I  don't 
know  anything  about  it.  I  never  heard  of  it  until  an  offer 
was  made. 

Q.  A  number  of  letters  have  been  received  by  the  com- 
mittee and  by  the  counsel  in  regard  to  the  matter,  and,  there- 
fore, I  want  to  have  no  misunderstanding  about  it.  Is  it  the 
fact  that,  so  far  as  you  know,  any  officer  or  employee  or  any 
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person  in  any  way  connected  with  the  Mutual  Life  had  any- 
thiiig  to  do  with  that  purchase?  A.  No  one  whatever  had 
anything  to  do  with  it. 

Q.  Or  any  interest  whatever?    A.  Not  a  cent's  worth,  sir. 

Q.  H6w  was  the  matter  of  the  value  of  these  properties  ar- 
rived at  for  the  purpose  of  sal-e  to  the  company  ?  A.  We  con- 
sulted I\Ir.  Martin  Just,  who  was  a  real  estate  appraiser  over 
there.  In  fact,  he  has  been  appraising  for  us  for  the  past  ten 
years. 

O.  Any  one  else?  A.  We  have  had  appraisals  from  the 
Chauncey  Real  Estate  Company. 

Q.  Did  you  have  appraisals  at  the  time  of  this  sale  ?  A.  Yes, 
we  had  had  just  prior  to  that,  because  as  we  were  trying  to  sell 
the  property  we  had  appraisals  for  each  piece. 

Q.  Was  it  paid  for  in  cash?    A.   The  appraisals? 

Q.  No,  the  property?  A.  The  property  was  paid  for, 
$600,000  was  the  price,  $50,000  in  cash,  and  $550,000  in  mort- 
gage. Those  mortgages  have  been  reduced  since  to  about 
$175,000. 

Q.  Then  you  took  back  a  purchase  money  mortgage?  A. 
We  took  back  a  purchase  money  mortgage. 

Q.  That  is  the  Mutual  Life?    A.  That  is  the  Mutual  Life. 

O.  For  $550,000?    A.  For  $550,000. 

Q.  When  did  this  transaction  take  place?  A.  The  transaction 
commenced  in  February,  1903,  that  is,  the  overtures  came  to  us. 
And  presumably  it  took  thirty  to  sixty  days  to  carry  it  out.  That 
I  have  not  looked  up.    It  is  a  matter  of  memory. 

Q.  And  the  mortgage  has  been  reduced  by  payments  to  about 
$175,000. 

Q.  Was  the  mortgage  reduced  as  the  corporation  sold  off  prop- 
erties? A.  Largely,  yes.  There  is  a  clause  in  the  mortgage  re- 
quiring them  to  pay  2  per  cent,  of  the  balance  unpaid  every  year. 
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That  was  put  in  so  we  would  have  a  reduction  of  the  loans 
whether  there  were  any  releases  or  not. 

Q.  Do  you  know  at  what  prices  the  corporation  has  marketed 
these  properties  ?    A.  I  do  not. 

Q.  Do  you  know  whether  they  have  sold  the  properties  for 
more  than  they  paid  for  them  ?  ■  A.  No.  I  hope  they  have.  I 
don't  know.    That  is  a  matter  between  them. 

Q.  You  have  not  kept  track  of  that  at  all  ?  A.  There  is  no  way 
in  which  you  can  get  authentic  information  on  that,  that  I  know 
of. 

Q.  How  much  was  the  mortgage  reduced  within  the  first  year 
after  the  transaction?  A.  The  transaction  is  now  about  two 
years  old,  and  we  have  received  the  difference  between,  say, 
$175,000  and  $350,000 — I  don't  remember  exactly  how  much  of 
that  came  in  during  the  first  year. 

Q.  You  have  received  the  difference  between  $175,000  and 
$550,000?    A.  Yes,  $550,000. 

Q.  And  how  much  of  that  did  you  get  in  the  first  year  ?  A.  I 
have  no  recollection  of  that  whatever.  I  think  there  is  a  consid- 
erable portion  of  it.  That  is  simply  memory.  I  have  no  way  of 
being  accurate  about  it. 

Q.  What  other  properties  are  within  your  jurisdiction,  apart 
from  these  properties  in  New  York  and  the  one  in  Brooklyn  ?  A. 
The  other  properties  are  scattered  and  they  are  in  the  hands  of 
local  real  estate  people. 

Q.  Not  handled  by  you  directly?  A.  Not  handled  by  me  di- 
rectly, no. 

Q.  What  is  the  total  amount  of  the  book  value  of  the  ninety- 
two  properties  in  your  jurisdiction?  A.  At  the  end  of  the  year 
1904  it  was  one  million  eight  hundred  thousand  and  odd  dollars, 
something  less  than  that  to-day.  We  have  sold  off  some  of  that. 
We  have  some  twenty-five  sales  now  under  contract  which  have 
not  been  consummated  yet. 
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Q.  And  that  you  give  as  the  amount  at  which  your  properties 
are  carried  on  your  books.    A.  Carried  on  our  books. 

Q.  And  what  is  the  total  cost  to  the  company  of  those  ninety- 
two  properties?    A.  Well,  I  could  not  say. 

Q.  What  do  you  say?  A.  I  could  not  answer  that  with  any 
sort  of  definiteness. 

Q.  You  can  furnish  those  data,  I  suppose?  A.  It  would  be  a 
mighty  long  computation  to  take  each  one — ■ — 

Q.  Well,  you  have  a  general  real  estate  account,  have  you 
not?    A.  Yes. 

Q.  And  every  once  in  a  while  you  charge  to  profit  and  loss 
something  out  of  that  account?  A.  We  have  in  the  course  of 
years  charged  perhaps  a  million  dollars  to  profit  and  loss. 

Q.  From  real  estate?    A.  Yes,  foreclosed  real  estate. 

Q.  In  what  period  have  you  charged  off  a  million  dollars  ?  A. 
Fifteen  years,  to  make  a  guess. 

Q.  How  much  have  you  charged  off  within  five  years?  A.  I 
think  we  have  charged  off  nothing  in  the  last  four  or  five  years. 
That  was  all  prior  to  this.  We  think  the  property  we  have 
to-day  is  worth  anywhere  from  three  hundred  thousand  to  five 
hundred  thousand  dollars  more  than  we  are  carrying  it  at.  Take 
the  Grosvenor,  we  are  carrying  it  at  five  hundred  thousand  dol- 
lars. I  do  not  think  any  real  estate  appraiser  in  New  York  will 
appraise  the  ground  at  less  than  four  hundred  thousand  dollars 
and  I  think  it  is  worth  four  hundred  and  fifty  thousand  dollars. 

Q.  It  is  a  case  of  the  property  not  being  improved  in  a  way 
which  is  adequate  to  its  location?  A.  I  mean,  take  the  bare 
ground. 

Q.  Do  you  have  to  do  with  the  obtaining  of  certificates  from 
time  to  time  permitting  the  company  to  retain  the  foreclosed  real 
estate?    A.  That  is  done  through  our  law  department. 

Q.  Do  you  have  anything  to  do  with  it?  A.  I  generally  sign 
the  certificates. 
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Q.  You  mean  you  generally  sign  the  petition?  A.  The  peti- 
tion, yes. 

Q.  I  want  to  get  at  the  amount  of  actual  examination  there  is 
upon  those  applications.  Are  they  matters  of  form?  A.  Do  you 
mean  applications  for  a  continuance  ? 

Q.  Yes,  of  the  ownership.  A.  There  is  a  matter  of  form  that 
we  consider  it  to  our  interest  to  get  authority  to  carry  the  prop- 
erty for  a  longer  term. 

Q.  D  you  get  a  certificate  on  the  presentation  of  the  petition 
without  any  further  examination?  A.  That  is  a  matter  for  the 
party  who  signs  the  consent. 

Q.  I  want  to  know  as  a  matter  of  fact  whether  the  thing  is 
looked  into  and  examined,  or  whether  you  get  it  whenever  you 
apply  for  it?  A.  Yes,  we  get  it  whenever  we  apply  for  it,  but  I 
don't  know  what  examination  the  party  who  signs  it  does  make. 

Q.  Of  course,  you  don't  know  what  is  done  that  does  not 
come  under  your  observation.  I  want  to  know  what  does 
come  under  your  observation?  A.  I  only  know  that  we 
make  a  request  and  what  is  done  upon  that  I  don't  know. 

Q.  Following  upon  any  such  request  can  you  ever  remem- 
ber such  an  examination  to  have  been  made?    A.  No. 

Q.  As  to  the  facts,  circumstances,  outside  of  the  petition? 
A.  No. 

BY  THE  CHAIRMAN : 

Q.  How  long  did  you  say  you  had  had  charge  of  this  de- 
partment?    A.  Well,  in  a  way,  for  twenty  years. 

Q.  Did  you  know  Mr.  Mumford,  of  Rochester,  who  was 
formerly  the  agent  of  your  company  in  loan  matters?     A.  No. 

Q.  Are  you  familiar  with  the  fact  that  when  he  died  there 
was  a  large  amount  of  property  in  Rochester  which  the  com- 
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pany  had  to  foreclose  upon  ?     A.  Yes,  I  know  that  in  a  general 
way. 

Q.  Can  you  state  approximately  the  value  of  the  real  estate 
which  the  company  ultimately  acquired  by  virtue  of  those 
foreclosures  in  Rochester?  A.  No.  We  sold  off  a  large  por- 
tion of  that  property  to  a  company  up  there. 

Q.  I  want  to  know  if  you  know  approximately  how  much 
the  cost  to  the  company,  or  the  value  of  the  real  estate  in 
Rochester  which  the  cornpany  acquired  through  foreclosure 
following  Mr.  Mumford's  death  would  be?  A.  No,  I  have  not 
looked  that  up  for  some  time. 

Q.  ^^^ould  you  say  it  was  as  much  as  a  million  dollars? 
A.  I  should  think  it  was. 

Q.  Can  you  give  some  estimate?  A.  No.  The  reason  I 
was  going  to  state  to  you  we  sold  off  a  large  portion  of  that 
property  five  or  six  years  ago. 

Q.  To  what  company  did  you  sell  it?  A.  To  what  is  called 
the  City  Realty  Company  there. 

Q.  Do  you  know  who  organized  that  company?     A.  I  know 
young  Buell  was  a    member    of   the    company    for    a   while,  I 
think  he  had  to  do  with  it.     I  do  not  know  all  the  details  of 
it,  no.     He  had  appraised  property  for  us,  and  that  is  how ' 
I  happened  to  remember  his  name. 

Q.  AVhat  were  the  terms  of  the  sale  to  the  City  Realty 
Company  ?  A.  I  don't  want  to  answer  it,  for  I  have  not  looked 
it  up  for  some  years. 

Q.  Do  you  know  what  the  transaction  amounted  to?  A.  I 
should,  in  making  a  guess,  say  three  or  four  hundred  thousand 
dollars,  but  I  may  be  out  of  the  way  on  that. 

Q.  Did  the  sale  to  them  substantially  embrace  all  the  pieces 
which  the  company  then  owned  in  Rochester?    A.  Yes. 

Q.  Do  you  know  how  much  of  the  purchase  price  was  paid 
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in  cash?    A.  My  recollection  is  that  we  received  $50,000  in 
cash. 

Q.  And  what  for  the  balance?  A.  Now,  I  am  not  at  all 
sure  as  to  the  whole  matter,  you  know,  as  to  the  whole 
amount,  but  if  it  was  $40,000,  of  course,  the  difference  would 
be  $350,000. 

Q.  Would  it  be  much  labor  for  you  to  prepare  for  the  Com- 
mittee before  its  next  meeting  on  Tuesday  a  statement  of  the 
value  of  the  property  which  the  Mutual  Life  acquired  in  the 
County  of  Monroe  by  foreclosure  subsequent  to  Mr.  Mum- 
ford's  death,  the  value  of  the  property  they  sold  to  the  City 
Realty  Company,  the  amount  of  that  purchase  price  and  how 
it  was  paid,  and  generally  speaking,  the  terms  of  the  con- 
tracts, if  there  was  any  contract  concerning  it?  A.  You  want 
a  history  then  of  the  amount  of  properties  we  owned  in  the 
City  of  Rochester,  the  price  we  received  and  the  times  of  the 
sales  and  what  it  cost  us? 

Q.  The  amount  that  you  acquired  subsequent  to  Mr.  Mum- 
ford's  death?  A.  Most  of  it  was  acquired  subsequent  to  his 
death,  because  Mr.  Danforth  took  charge  then  and  conducted 
the  foreclosures. 

Q.  And  substantially  the  terms  it  was  sold  to  the  City 
Realty  Company  at  and  the  amount  in  cash.  Will  that  in- 
volve much  labor?    A.  No,  I  do  not  think  so. 

Q.  I  ask  if  you  can  do  so?    A.   By  Tuesday  at  any  rate. 

Q.  Are  you  able  to  state  whether  the  Mutual  Life,  its  officers 
or  agents  were  instrumental  in  the  organization  of  the  City 
Realty  Company?    A.  They  had  nothing  to  do  with  it. 

Q.  Do  you  know  that?  A.  I  know  it  as  well  as  I  can  know 
anything  of  that  kind,  yes.  I  know  I  had  nothing  to  do 
with  it. 
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BY  MR.  COX: 

Q.  Of  how  many  office  buildings  is  the  Mutual  Life  owner 
throughout  the  United  States  ?  A.  I  have  nothing  to  do  with 
that.  I  cannot  answer  it  accurately.  Perhaps  a  dozen,  per- 
haps ten  or  something  like  that. 

BY  MR.  HUGHES : 

Q.  Who  is  the  officer  having  that  in  charge?    A.  Mr.  Fonda. 
Q.  The  third  vice-president?     A.  The  third  vice-president. 
Q.  And  he  is  in  charge  of  lands  that  have  been  bought  with 
the  idea  of  expanding  the  office  buildings?    A.  Yes. 

BY  THE  CHAIRMAN : 

Q.  Is  there  any  other  city  in  this  state  in  which  substantially 
the  same  condition  of  affairs  exists  as  in  Rocljester,-  that  some 
corporation  has  taken  from  the  Mutual  Life  substantially  all  its 
holdings  in  that  city  and  now  holds  it?  A.  I  think  Rochester 
and  Brooklyn  are  the  only  two  places  where  that  has  occurred. 

Q.  Is  not  that  true  also  of  Elmira?    A.  No. 

Q.  The  sales  that  we  have  made  in  Elmira  have  been  to  indi- 
viduals. I  do  not  think  any  company  there  has  bought  anything 
from  us. 

Q.  Did  not  you  sell  the  Mutual  Life's  holdings  or  substantially 
all  of  them  to  some  individual  in  Elmira?    A.  No. 

BY  MR.  TULLY : 

Q.  They  are  held  by  the  Elmira  Water,  Light  &  Power  Com- 
pany, are  they  not  now?  A.  I  don't  think— there  is  no  real 
estate.    The  only  real  estate  that  we  have  in  so  far  is  that  which 
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we  purchased  under  foreclosure,  and  there  is  no  water,  power 
or  light  company  there  so  far  as  I  know  that 

Q.  Were  you  not  interested  at  one  time  by  holding'  a  mort- 
gage at  one  time  on  what  was  known  as  the  Robinson  property 
there?     A.  Yes. 

O.  Involving  the  Elmira  Gas .    A.  So  far  as  I  know  there 

was  no  association  with  the  gas  company.  We  made  a  loan 
to  Robinson  on  his  real  estate,  but  there  was  nothing  else 
mingled  with  it  that  I  know  of. 

Q.  I  thought  you  were  interested  at  one  time  by  mortgage 
or  otherwise  with  the  gas  and  light  company?  A.  If  we  were 
interested  otherwise  I  am  not  competent  to  testify,  but  I  know 
we  only  loaned  to  Mr.  Robinson. 

Q.  Have  you  sold  all  your  real  estate  at  Elmira?    A.  No. 

Q.  Have  you  property  at  Hornellsville  ?  A.  We  have  one 
piece. 

Q.  Is  that  the  I^st  Office  building?  A.  I  don't  know  that  it  is 
the  Post  Office  building,  but  I  think  they  are  tenants  there. 

BY  THE  CHAIRMAN : 

Q.  Do  I  understand  you  that  there  are  no  other  cities  in  the 
state  to  your  knowledge  except  Rochester  and  Brooklyn  where 
there  are  corporations  holding  title  from  the  Mutual  Life?  A. 
Yes,  sir,  those  are  the  only  two  cities  where  we  sold  to  corpora- 
tions so  far  as  I  can  recollect  at  the  moment.  Whether  parties 
who  purchased  it  individually  have  turned  themselves  into  cor- 
porations or  not  I  don't  know.  It  is  going  on  here  in  New 
York  all  the  time,  you  know. 

Q.  But  those  conditions  are  peculiar  to  Rochester  and 
Brooklyn?    A.  So  far  as  our  sales  are  concerned. 
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BY  MR.  COX : 

Q.  You  had  a  mortgage  on  the  Stove  Polish  Real  Estate 
Exchange  in  Buffalo,  had  you  not?  A.  Yes. 

jQ.  Was  that  foreclosed?    A.  That  was  foreclosed. 

Q.  What  disposition  has  been  made  of  that  property?  A.  The 
property  is  in  the  hands  of  an  agent  up  there,  that  being  an 
office  building  was  transferred  from  my  custody  into  the  hands 
of  Mr.  Fonda,  so  I  have  nothing  ta  do  with  it.  Under  the  by- 
laws, the  office  buildings  are  in  the  hands  of  Mr.  Fonda  and  not 
in  the  hands  of  the  comptroller.  I  have  had  nothing  to  do  with 
it  since  we  purchased  it. 

Q.  But  it  is  still  in  the  hands  of  the  company?  A.  Yes,  the 
company  still  owns  it. 

THE  CHAIRMAN:  The  Committee  will  stand  adjourned 
until  next  Tuesday  at  10.30  o'clock  in  the  morning. 

Adjourned  to  Tuesday,  October  24,  1905,  at  10.30  A.  M. 
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ALDERMANIC      CHAMBER, 
City  Hall,  New  York  City. 

October  24,  1905. 

The  Commitee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

EMORY  McCLINTOCK,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows': 

BY  MR.  McKEEN: 

Q.  Mr.  McClintock,  will  you  kindly  state  what  your  occupation 
is  at  present  ?  A.  I  am  the  actuary  of  the  Mutual  Life  Insurance 
Company  of  New  York. 

Q.  Will  you  be  kind  enough  to  state  what  experience  you  have 
had  in  your  profession  as  an  actuary ;  what  previous  positions  you 
have  held ;  and  indicating,  if  you  kindly  will,  how  long  you  have 
been  engaged  in  life  insurance.  A.  I  became  actuary  of  the  As- 
bury  Life  Insurance  Company  early  in  1868.  In  the  early  part  of 
1871  I  went  as  actuary  to  the  Northwestern  Mutual  Life  Insur- 
ance Company  of  Milwaukee  and  remained  there  until  the  begin- 
ning of  1889,  when  I  came  as  actuary  of  the  Mutual  Life. 

Q.  And  have  been  there  since  ?    A.  And  have  been  there  since. 

Q.  In  that  position  ?    A.  In  that  position. 

Q.  A  question  was  put  in  the  course  of  this  inquiry  as  to  what 
your  salary  is,  Mr.  McClintock,  and  I  think  the  answer  was 
erroneous.  Will  you  kindly  state  what  your  salary  is  as  actuary  ? 
A.  My  salary  is  $25,000. 
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Q.  Have  you  any  commissions  or  perquisites  of  any  kind?  A. 
I  have  no  commissions  or  perquisites  of  any  kind  and  never  have 
had. 

Q.  You  have  been  more  or  less  active  in  the  associations  of 
actuaries.  Will  you  be  kind  enough  to  state  what  relations  you 
have  had,  official  or  otherwise,  to  the  actuarial  societies?  A.  I 
was  president  of  the  Actuarial  Society  of  America  from  1895  to 
1897.  I  have  been  a  Fellow  of  the  Institute  of  Actuaries  of  Great 
Britain  since  1874.  As  to  that,  I  would  like,  before  I  go  further, 
to  correct  a  misunderstanding  which  arose  in  the  course  of  Mr. 
McCurdy's  testimony  in  which  he  said  I  am  the  only  Fellow  of 
the  Institute  of  Actuaries,  meaning,  doubtless,  in  this  country. 
That  statement  was  true  at  the  time  that  I  became 
actuary  of  the  Mutual  Life  Insurance  Company,  but 
since  then  Mr.  Dawson  has  become  a  Fellow  of  the 
Institute,  and  I  may  say  that  he  has  done  it  by  pass- 
ing the  regular  examinations,  whereas  I  was  taken  in  years 
ago  when  they  did  not  require  examinations,  so  I  am  not  the  only 
Fellow  in  America  at  present.  I  am  also  connected  as  a  mem- 
ber or  corresponding  member  with  the  actuarial  societies  of 
France,  Belgium  and  Germany.  I  am  also  vice-president  for  the 
United  States  of  the  Permanent  Committee  of  International  Con- 
gresses of  Actuaries,  which  arranges  for  the  congresses  which 
are  held  in  different  countries.    I  think  that  is  about  all. 

Q.  Apropos  of  your  interpolating  some  explanation  of  Mr. 
McCurdy's  testimony  let  me  say,  Mr.  McClintock,  that  I  know 
the  committee  will  welcome  any  statements  that  you  may  see  fit  to 
make  bearing  on  the  important  subject  of  their  inquiry,  whether 
or  not  they  seem  responsive  to  questions  of  counsel.  We  fully 
recognize  that  a  great  many  matters  may  have  occurred  to  you  as 
matters  that  ought  to  receive  the  consideration  of  this  committee 
which  may  have  escaped  our  attention  in  attempting  to  frame  a 
line  of  questions,  and  I  venture  also  to  say  to  the  members  of  the 
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committee  that,  so  far  as  I  am  concerned,  any  interruption  by 
members  of  the  committee  as  we  ga  along  will  be  welcome  in  this 
particular  line  of  inquiry  which  perhaps  may  be  considered  some- 
what technical  and  bearing  upon  general  qviestions  of  insurance. 
Mr.  McClintock,  from  what  you  have  said,  you  were  a  practising 
actuary  in  New  York  at  the  time  along  in  the  early  '8o's  or  in  the 
'70's ;  at  any  rate,  you  were  personally  familiar  with  the  insurance 
conditions  at  that  time  and  no  doubt  recall  the  legislation  of  that 
period  and  have  your  views  as  to  the  wisdom  or  unwisdom  of  that 
legislation  and  its  effect  upon  the  conditions  which  then  existed. 
May  I  ask  you  if  you  heard  the  testimony  of  President  McCall 
of  the  New  York  Life  on  the  history  of  New  York  Life  Insur- 
ance?   A.  I  did. 

Q.  Well,  I  think  the  committee  would  be  glad  to  have  any  views 
that  you  have,  if  they  accord  with  those  of  President  McCall ;  or 
if  they  do  not,  as  bearing  upon  that  very  critical  epoch  in  the  in- 
surance history  of  this  State.  Are  you  able  to  give  any  explana- 
tion from  your  standpoint  of  the  primary  cause  of  failures  of  so 
many  insurance  companies  at  that  time  ?  A.  Mr.  McCall  gave  the 
truth  from  his  point  of  view,  which  was  that  of  the  expert  exam- 
iner and  official  of  the  State  Insurance  Department  of  New  York. 
He  was  recognized  to  have  been  the  most  efficient  man  in  that 
capacity  that  has  ever  been  known  in  any  department  of  the  coun- 
try. But  his  view  was,  and  is,  being  unchanging,  the  view  of  a 
State  Department  official.  His  view  was  that  all  that  swarm  of 
small  companies  which  disappeared  in  the  '70's  were  destroyed  by 
incompetence  or  recklessness  or  rascality  on  the  part  of 
officers.  There  is  abundant  evidence  as  to  all  these  qualities 
on  the  part  of  the  officers  of  some  of  those  companies,  but  ex- 
cept from  the  point  of  view  of  a  State  official  who  has  that 
matter  actively  in  charge  in  the  way  of  enforcing  the  law 
against  these  companies,  it  is  difficult  for  anyone  to  believe 
that,  without  exception,  the  officials  of  at  least  thirty  com- 
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panics  were  incompetent  or  reckless  or  worse.  Without  ex- 
ception, every  one  of  the  companies  organized  between  1861 
and  1871  as  regular  life  insurance  companies,  coming  under 
the  direct  authority  of  the  Departments  of  New  York,  Con- 
necticut or  Massachusetts,  failed  within  a  few  years  after 
their  organization.  The  reasons  for  their  failure,  the  neces- 
sary reasons  for  their  failure,  were  that  they  had  nothing  but 
the  premiums  of  the  insured  out  of  which  to  pay,  first,  their 
regular  expenses ;  secondly,  the  cost  of  doing  the  business  of 
bringing  in  new  policyholders;  and,  thirdly,  to  put  up  and 
make  good  the  reserve  which  came  to  sixty-five  or  seventy 
per  cent,  of  the  premiums.  Now,  I  was  a  subordinate  official 
in  one  of  those  little  companies  between  the  spring  of  1868 
and  the  spring  of  1871,  before  I  went  to  the  larger  company 
in  the  West.  And  although  the  mortality  in  these  little  com- 
panies had  hardly  begun  at  the  time  I  went  away  from  New 
York,  I  read  the  papers  carefully  and  I  took  a  lively  interest 
in  their  fate.  The  Metropolitan  was  the  one  company  organ- 
ized during  the  decade  of  which  I  spoke  which  has  not  gone 
to  pieces.  But  it  was  on  the  point  of  going  to  pieces,  accord- 
ing to  my  best  judgment,  at  the  time  when  they  began  to  do 
an  industrial  business.  It  has  been  an  industrial  business 
ever  since  and  it  has  prospered  greatly. 

BY  MR.  ROGERS: 

Q.  And  about  what  time  was  that?  A.  Oh,  along  in  the 
later  70's,  I  don't  know.  There  was  another  company  which 
was  organized  and  carried  on  business  in  Ohio  and  the  neigh- 
boring States  for  a  number  of  years,  until  it  began  to  develop 
a  certain  independent  strength,  called  the  Union  Central. 
That  company  was  not  only  very  well  managed,  and  very 
closely  managed,  but  it  also  had  the  advantage  of  an  extra- 
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ordinarily  high  rate  of  interest  on  its  capital  and  on  its  invest- 
ments. I  think  it  regularly  made  at  least  lo  per  cent,  at  that 
time  upon  its  investments.  That  company,  as  I  recollect, 
began  business  in  New  York  about  1870  or  1871,  after  run- 
ning several  years  without  the  direct  supervision  of  these 
Eastern  departments.  That  company  is  still  in  existence,  and 
so  far  as  the  facts  which  I  have  mentioned  go  to  controvert 
the  statements  which  I  make,  I  give  that  company  also  as  a 
possible  exception.  But  again  I  wish  to  point  out  it  was 
several  years  without  Eastern  departmental  supervision,  un- 
less I  am  much  mistaken  in  my  recollection. 

Now,  you  can  see,  the  Committee  can  see,  that  if  you  have 
to  pay  your  running  expenses  out  of  your  premiums,  if  you 
have  to  get  all  your  premiums  as  new  business,  and  if  you 
have  to  pay  for  your  new  business,  the  smallest  possible 
amount — these  companies  paid  as  little  as  possible,  of  course, 
for  their  new  business,  they  threw  as  much  of  the  expense 
into  the  future  as  possible  by  promising  large  renewal  com- 
missions to  their  agents.  But  nevertheless,  they  had  to  pay 
something  to  their  agents  at  first  to  get  their  business,  and 
then  they  had  to  put  up  their  reserve,  and  the  reserve  was 
more  than  half  of  the  premiums,  and  they  ran  along  until  about 
1870  or  1871  without  difficulty,  without  much  difficulty,  be- 
cause the  departments  were  not  strict  in  their  estimates  on 
assets  and  liabilities.  The  reserve  liability  was  smaller  at 
that  time,  somewhat  smaller  than  it  has  been  since,  so  that 
possibly  my  first  statement  of  70  per  cent,  would  be  an  ex- 
aggeration, but  the  reserve  liability  was  calculated 
according  to  the  rate  of  interest  at  4^/^  per  cent., 
which  makes  a  decidedly  smaller  reserve  liability 
than  if  we  have  to  assume  that  the  reserve  is  im- 
proved only  at  4  or  3%  per  cent.,  because  if  you  have  to 
make  a  certain  amount  good  in  the  future,  you  have  to  hold 
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a  larger  amount  now  to  make  it  good,  if  you  are  going  to  re- 
ceive a  smaller  rate  of  interest.  The  larger  the  rate  of  interest 
you  receive,  the  smaller  reserve  you  have  to  hold  in  order  to 
meet  your  future  liabilities.  So  that  the  4%  per  cent,  reserve, 
as  it  was  called,  required  a  somewhat  smaller  liability  than 
the  rules  which  have  been  enforced  more  recently.  But  the 
reserve,  nevertheless,  was  a  very  considerable  factor  in  ex- 
cess of  half  the  premiums. 

Now,  any  gentleman  present,  can  amuse  himself  by  going 
over  the  State  reports  of  1868  and  1869,  if  you  please,  and 
examining  the  items  of  the  assets  of  those  small  companies 
and  some  of  the  larger  ones.  He  will  find  a  variety  of  assets, 
which  in  recent  years  would  not  be  admitted  at  all,  and  which 
were  actually  thrown  out  upon  closer  supervision  which  came 
in  with  the  seventies.  Among  those  items  of  assets  which 
were  admitted  by  the  departments  and  are  not  admitted  since 
then,  are  such  items  as  furniture  and  fixtures.  They  cost 
those  new  little  companies  so  much  money;  they  were  good 
assets  for  them,  and  three  years  later  would  cost  them  prob- 
ably the  same  amount  if  they  had  to  buy  them,  and  so  they 
naturally  supposed  they  were  entitled  to  call  the  value  of  that 
furniture  an  asset,  and  the  departments  agreed,  and  the  com- 
panies put  in  their  furniture  and  fixtures  as  assets.  Those 
were  ruled  out  afterward.  They  came  to  quite  a  considerable 
item.  If  you  have  one  hundred  thousand  dollars  capital 
and  furnish  a  nice  office  in  New  York,  with  suitable 
furniture  and  fixtures,  you  make  a  very  nice  little  hole 
in  that  capital  right  ofif  before  you  do  anything  more, 
and  if  the  companies  had  not  been  allowed  to 
charge  up  furniture  and  fixtures  as  assets  there  would  have 
been  that  much  of  impaired  capital  before  they  had  written  a 
single  policy.  Then,  when  they  began  to  write  policies  they  had 
to  employ  agents,  and  in  some  cases,  in  order  to  keep  those  agents 
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going,  they  had  to  take  the  agents'  notes  for  advances,  and  all  the 
advances  made  to  agents  to  be  paid  later  by  the  agents  if  they 
could,  and  the  notes  taken  from  agents  were  admitted  as  good 
assets  under  the  head  of  agents'  balances,  or  premiums  in  course 
of  collection  or  bills  receivable;  all  those  items  you  will  find  in 
those  old  reports  and  none  of  them  in  the  later  reports  because 
they  have  been  ruled  out  as  assets  not  admitted. 

Then,  in  doing  business,  the  policyholders  did  not  pay  always 
the  first  premium  before  the  31st  day  of  December.  Suppose  that 
there  was  a  premium  of  one  hundred  dollars  chargeable  on  the 
policy  issued  in  November  or  December  and  not  paid  until  after 
the  31st  of  December.  That  went  in  as  a  hundred  dollars  assets 
for  that  little  company,  or  the  big  company,  if  you  please. 

At  the  present  time  it  would  go  in  perhaps  as  seventy-five 
or  seventy-seven  dollars  assets,  because  the  departments  require 
a  large  deduction  to  be  made  to  bring  the  gross  premium  receiv- 
able down  to  the  net  premium  which  enters  into  the  calculations 
of  the  reserve  liability,  and  the  departments  say,  with  justice, 
that  a  company  should  not  write  a  policy  with  one  hundred  dollars 
premiums  and  call  it  a  hundred  dollars  assets  against  sixty  dollars 
liability,  with  a  net  profit  of  forty  dollars  before  they  have  got 
the  policyholder  to  pay  the  money,  and  it  was  currently  reported 
and  actually  proved  in  some  of  the  examinations  made  by  the  de- 
partments afterward,  that  some  of  those  companies  made  a  prac- 
■  tice  of  writing  policies  on  Tom,  Dick  and  Harry  toward  the  end 
of  the  year,  charging  up  the  full  premium  as  an  asset  and  entering 
only  two-thirds  of  the  premium  as  a  liability,  making  one-third 
of  the  premiums  a  paper  profit,  which  was  aiiowed  by  the  depart- 
ments as  good  assets.  And  then  again,  the  deferred  premiums. 
A  policyholder  perhaps  pays  a  quarter  of  a  year  premium  in  Octo- 
ber, when  his  policy  is  issued;  the  other  quarters  come  due  in 
January,  and  so  on ;  and  the  account  of  stock  is  taken  on  the  31st 
of    December.      The    remaining   three-quarterly    premiums    are 
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called  deferred  premiums  and  they  appeared  then,  and  they  ap- 
pear now,  in  the  statement  as  an  asset  allowed  by  the  department 
to  the  company,  because  the  reserve  liability  which  is  charged  by 
the  departments  against  the  company  is  estimated  on  the  presump- 
tion that  the  premiums  are  paid  annually ;  so  that  when  the  pre- 
mium is  not  paid  annually,  but  paid  quarterly,  the  unpaid  quar- 
terly premiums  were,  and  are,  allowed  by  the  departments  as  good 
assets,  but  with  this  difference :  that  prior  to  the  seventies  the  de- 
partments allowed  the  full  face  value  of  the  premiums,  and  if 
there  was  twenty-six  dollars  every  quarter  payable  instead  of  one 
hundred  dollars  annually,  there  would  be  seventy-eight  dollars 
charged  after  one-quarter  had  been  paid  as  deferred  premiums 
on  that  policy  against  a  liability  of  sixty  dollars  or  seventy-five 
dollars  for  reserve ;  there  would  be  a  profit  merely  on  the  deferred 
premium,  not  to  speak  of  the  quarterly  premiums  the  company 
had  already  received,  which  were  clear  profit  as  far  as  they  were 
concerned,  and  since  then  those  deferred  premiums  have  been 
reduced  in  the  same  proportion  as  requirements  for  the  calcula- 
tion of  reserve.  So  that  by  the  quick  operation  of  the  law  in  rul- 
ing out  assets  which  were  not  good  toward  payment  of  premiums 
and  not  good  toward  producing  income,  and  perhaps  doubtful  in 
their  validity  anyhow — by  leaving  out  those  items  of  assets  the 
departments  ruled  out  a  very  considerable  fraction  of  the  assets 
of  those  little  companies  against  the  reserve  on  their  policies.  I 
think  you  will  find  that  at  the  end  of  the  first  year  the  operation 
of  almost  all,  perhaps  quite  every  one  of  those'  companies,  that 
quite  half  of  the  reserve  liabilities  is  made  up  out  of  those  assets 
which  since  then  have  not  been  admitted  as  good  assets ;  so  that 
if  the  rule  had  been  strictly  enforced  from  the  beginning  on  those 
companies,  companies  which  were  started  in  the  'sixties — -if  from 
the  very  first  the  present  rules  had  been  enforced,  they  could  not 
bave  made  an  appearance  of  solvency ;  their  capital  would  neces- 
sarily have  been  impaired,  and  at  that  time  impairment  of  capital 
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was  regarded  by  some  of  the  commissioners,  at  least,  as  a  prac- 
tical insolvency  which  had  to  be  treated  at  once  so  as  to  make  the 
capital  good  in  some  way  from  the  stockholders. 

Now  under  those  circumstances  you  will  easily  see,  first,  that 
no  company  could  live  if  the  rules  enforced  since  then  had  been 
enforced  during  the  'sixties ;  as  a  matter  of  fact,  the  Mutual  Life, 
the  New  York  Life,  and  the  other  companies  which  started  before 
the  'sixties,  would  all,  in  my  judgment,  have  been  insolvent  if  the 
present  laws  of  New  York  had  been  enforced  from  the  beginning, 
or  they  would  have  been  wiped  out  just  as  those  little  companies 
were  wiped  out. 

BY  MR.  McKEEN : 

Q.  What  was  it  that  saved  the  large  companies  like  the  Mutual 
and  Equitable  and  New  York  safe?  A.  It  was  simply  the  re- 
quirement of  forfeiture ;  it  was  also  the  gradual  growth  of 
strength  as  the  companies  got  older. 

Q.  In  other  words  those  companies  had  an  accumulation  of 
assets  sufficient  to  draw  upon  and  tide  them  over  when  this  rule 
first  came  to  be  thoroughly  enforced  ?  A.  That  is  the  fact.  Those 
companies  were  capable  to  put  themselves  in  good  strong  condi- 
tion by  dropping  out  those  doubtful  items  of  assets,  and  what 
they  had  remaining  was  amply  sufficient  to  meet  their  reserve 
liabilities  and  to  pay  dividends. 

BY  CHAIRMAN  ARMSTRONG: 

Q.  What  do  you  mean  by  the  phrase  "requirement  of  for- 
feiture  "  or  was  it  retirement  of  forfeiture?    A.  Requirement 

of  forfeiture.  Prior  to  the  6o's  and  to  some  extent  during  the 
6o's  the  companies  treated  every  policy  on  which  the  premiums 
were  not  paid  as  entirely  forfeited,  and  I  may  mention  here,  for 


2235 


Testimony  of  Emory  McClintock 

illustration,  that  the  actuary  of  the  Mutual  Life  stated  in  print 
in  1863  that  the  entire  expenses  of  that  company  during  the  five 
years  preceding  1863  in  which  the  distribution  of  surplus  was 
made  to  policyholders — the  entire  expenses  during  those  five  years 
were  more  than  paid  from  what  he  called  miscellaneous  sources, 
which  represented  the  reserves  on  lapsed  policies — a  policy 
lapsed,  and  that  was  the  end  of  it  and  the  entire  reserve  was  can- 
celled; that  meant  the  cancellation  of  just  so  much  liability, 
which  was  equal  to  the  addition  of  so  much  assets  so  far  as  the 
balance  sheet  was  concerned. 

BY  MR.  McKEEN: 

Q.  Your  statements  on  this  interesting  subject  sug'gests  that 
it  is  your  view  that  the  law  itself  was  unjustly  harsh.  Have  you 
any  views  to  express  as  to  the  legislation  of  this  State  on  the 
subject  of  the  reserve  requirement  as  a  liability?  A.  There  is 
no  question  that  the  reserve  requirement,  as  it  stood,  acted  to 
prevent  the  formation  of  new  companies.  There  was  a  good 
deal  of  mismanagement,  as  Mr.  McCall  stated,  on  the  part  of 
most  of  those  companies  and  considerable  incompetence  in  one 
department  or  another  in  almost  any  one  of  those  companies,  but 
the  one  thing  that  made  it  impossible  for  anyone  to  live  through 
was  the  reserve  requirement  of  the  law.  Of  course,  when  Mr. 
McCall  or  any.  other  examiner  went  into  those  companies  and 
found  that  their  assets  consisted  largely  of  things  which  were  no 
good,  they  immediately  considered  that  the  officers  who  had  been 
guilty  of  this  conduct  of  putting  in  as  assets  what  every  other 
company  put  in  and  what  the  department  admitted,  every  officer 
guilty  of  that  conduct  was  incompetent  or  a  rascal.  Then,  in 
addition  to  this  incompetency,  which  was  discovered  by  the 
examiners  there  were  other  elements  of  impropriety  in  several  of 
the  companies,  particularly  when  it  came  to  winding  them  up. 
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As  these  little  companies  grew  towards  their  fate  finally  under 
the  law,  all  sorts  of  efforts  were  made  by  the  officers  to  try  and 
evade  the  fate,  and  those  efforts  frequently  went  beyond  the 
law  or  beyond  propriety.  Now,  as  regards  the  nature  of  the 
law  itself,  it  is  what  is  called  the  rtrle  of  net  valuation.  Being 
interested  for  about  half  of  its  existence  in  one  of  the  little  com- 
panies, I  went  in  at  the  time  it  started,  I  naturally  rebelled  ag'ainst 
the  law  of  net  valuation ;  and  I  took  occasion  to  publish  various 
strictures  upon  this  law  as  being  unjust  as  a  test  of  solvency. 
I  was  willing,  perfectly  willing  that  it  should,  as  a  requirement 
for  the  companies  to  hold  the  net  reserve  before  they  paid  divi- 
dends, but  as  a  test  of  solvency  I  objected  strongly,  and  I  pub- 
lished what  I  considered  then  and  what  I  consider  now  to  be 
some  unanswerable  arguments  on  the  subject.  For  instance,  I 
have  an  illustration  like  this : 

Q.  I  may  interrupt  to  say  to  some  extent  these  criticisms  you 
are  making,  made  at  that  time  are  applicable  now,  are  they  not? 
A.  The  law  is  the  same  now  as  it  was  then. 

Q.  For  that  reason  the  Committee  will  be,  I  think,  interested 
in  your  statements  of  those  arguments?  A.  I  have  never  varied 
my  opinion  of  the  law  on  that  subject. 

BY  MR.  ROGERS: 

Q.  Are  you  speaking  of  the  law  of  New  York,  or  is  it  general  ? 
A.  The  laws  of  all  states. 

Q.  All  states  are  alike  on  that  proposition?  A.  The  states 
are  alike.  The  law  was  defective  in  making  no  allowance — in 
giving  no  leeway  in  the  calculation  of  reserve  for  expenses  of 
procuring'  new  business;  and  in  an  address  which  I  made  in 
1898,  before  the  National  Insurance  Convention  of  the  State 
Commissioners — ^they  are  holding  a  convention  every  year — the 
convention  of  1898  was  held  in  Milwaukee,  in  an  address  I  de- 
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livered  before  that  convention  I  argued  strongly  in  favor  of  a 
relaxation  of  the  net  reserve  law,  in  fact  I  went  so  far  as  to  say 
I  favored  having  no  law  whatever  except  complete  publicity  and 
such  supervision  as  was  necessary  to  verify  the  public  state- 
ments.  That,  of  course,  would  be  a  great  amount  of  supervision, 
but  my  view  is  that  reserve  laws  are  entirely  unnecessary,  be- 
cause if  there  is  supervision  enough  to  extract  what  the  facts  are, 
what  the  basis  of  reserve  held  is  and  to  comment  upon  the  same 
in  a  report,  the  public  will  have  the  facts  in  that  report  spread 
abroad  by  the  agents  of  other  companies  to  such  an  extent  that 
any  company  which  does  not  hold  a  sufScient  reserve  will  not 
be  able  to  do  any  business;  and  that  is  the  case  in  England  to- 
day; there  is  no  law  requiring  any  particular  amount  of  reserve 
excepting  that  if  any  company  in  the  judgment  of  the  officers 
who  have  the  inspection  of  their  reports  does  not  hold  a  reserve 
sufficient  to  insure  solvency  that  company  is  reported  for  action  to 
a  court  of  bankruptcy.  I  am  not  now  speaking  as  a  lawyer,  but 
that  is  my  general  understanding  of  the  state  of  the  law  in 
Eng'land,  and  I  do  not  think  that  the  Board  of  Trade  in  England 
examines  closely  enough  the  underlying  facts  of  the  reports 
made  to  the  British  Government.  I  am  not  now  saying  that  I 
approve  entirely  of  the  present  system  in  force  in  England,  but 
what  I  did  propose  to  the  Commission  in  1898,  and  what  I  have 
always  held  for  many  years,  is  that  if  you  have  a  complete  pub- 
licity of  the  accounts  verified  by  state  officers,  that  with  com- 
ments made  by  the  state  officers,  that'  the  public  can  be  trusted 
to  take  care  of  itself. 

BY  MR.  ROGERS : 

Q.  To  what  extent  is  that  view  of  yours  shared  by  other  in- 
surance experts?  A.  I  am  inclined  to  think  I  am  something  of 
an  Ishmael  on  that  subject. 
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BY  MR.  McKEEN : 

Q.  You  found  you  differed  even  from  Mr.  Chisholm,  didn't 
you,  in  the  congress  ?  Didn't  he  advocate  a  parliamentary  action 
prescribing  a  test  under  which  companies,  even  English  com- 
panies, should  be  allovired  to  continue  to  do  business.  A.  My  im- 
pression is  that  he  did;  but  he  saw  the  defect  of  the  British 
government's  action  as  I  saw  it ;  he  prescribed  a  dififerent  remedy 
from  the  one  which  I  would  prescribe.  His  prescription  would 
be  to  refrain  from  cross-examination  of  the  companies  at  their 
offices — to  keep  at  a  distance,  as  they  do  at  present — I  mean 
for  the  government  to  keep  its  distance  from  the  offices,  ac- 
cepting merely  the  statements  made  by  the  companies  without 
further  verification. 

Q.  Mr.  McCHntock,  is  not  the  practical  trouble  of  adopting 
your  views  and  abandoning  the  State  leigisjation  requiring 
a  test  of  solvency,  that  the  mischief  will  happen  to  the  mul- 
titudes of  the  public  before  the  results  can  come  from  those 
published  statements?  Must  not  we  legislate  to  prevent 
mushroom  life  insurance  just  as  it  has  been  found  necessary 
to  prevent  wildcat  banking;  no  amount  of  publicity  or  no 
amount  of  legislation  requiring  publicity  as  to  the  condition 
of  wildcat  banks  would  have  prevented  very  grave  public  in- 
jury, would  it,  as  the  results  practically  realized,  from  those 
institutions  prior  to  the  war?  A.  As  a  matter  of  fact,  the 
British  companies  are  very  generally  conducted  safely  and 
conservatively,  and  mushroom  institutions  do  not  live.  That 
is  an  answer  to  the  question.  However,  I  will  say  further 
that  this  suggestion  of  mine  was  not  expected  by  me  to  be 
adopted.  I  have  been  a  loyal  citizen  as  regards  observing  the 
rules  of  the  departments  and  I  propose  to  continue  to  adhere 
to  their  rules  and  regulations  as  long  as  I  am  in  the  business. 

Q.  It  occurs  to  me,  as  you  have  referred  to  your  views  on 
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that  subject,  which  are  certainly  of  great  interest,  to  read 
upon  the  record  a  p«rt  of  an  extract  from  this  paper  to  which 
you  have  referred  and  because  it  suggests  the  further  ques- 
tions. It  appears  that  you  stated  in  that  paper  this :  "While 
other  causes  were  at  work  and  the  chief  cause  of  the  universal 
slaughter  of  small  companies  which  took  place  about  25  years 
ago  was  the  legal  requirement  of  reserve  in  the  first  year  of 
each  policy,  the  energies  which  in  this  growing  country  might 
have  been  turned  toward  the  establishment  of  new  and  pros- 
perous life  companies  were  directed  by  this  reserve  difficulty 
into  another  channel  and  a  great  cry  arose  for  life  insurance 
without  reserve" — and  you  added  "Had  Dr.  Sprague's  pro- 
posal been  available  under  the  laws  we  should  have  heard  com- 
paratively little  of  assessment  insurance  with  all  its  good  and 
all  its  evil."  It  occurs  to  me,  therefore,  in  connection  with 
what  you  have  been  saying,  to  ask  what  you  mean  by  con- 
necting the  rise  of  assessment  insurance  with  the  condition  of 
things  that  led  to  the  slaughter  of  those  companies.  Will  you 
be  kind  enough  to  describe  what  assessment  insurance  was 
and  what  the  result  of  it  has  been?  A.  It  became  evident 
during  the  70's  that  anybody  could  start  a  new  life  company 
under  the  law,  and  inasmuch  as  a  good  many  people  through- 
out the  country  thought  their  neighborhood  ought  to  have 
a  life  company  of  its  own — each  man  thought  so,  each  one  of 
those  men  proceeded  to  start  what  he  called  an  assessment 
company,  which  required  no  reserve.  The  reserve  difficulty 
was  recognized  as  the  one  difficulty ;  therefore,  the  only  way 
to  start  a  new  life  company  was  to  have  a  company  that  re- 
quired no  reserve  under  the  laws.  Now,  if  you  start  a  com- 
pany on  this  system,  that  a  thousand  or  a  hundred  .thousand 
people  get  together  and  each  one  puts  in  so  much,  either  all 
the  same  according  to  their  ages,  or  a  graded  scale  advancing 
with  ages,  each  man  puts  in  so  much  money  as  a  minimum 
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and  so  much  more  in  case  the  deaths  exceed  the  amount  put 
in  in  this  way;  then  all  that  the  founder  of  the  institution 
would  have  to  do  would  be  to  to  collect  the  assessments  and 
use  the  sums  towards  the  payment  of  death  losses ;  and  if  the 
death  losses  came  in  a  little  heavier,  he  would  make  another 
assessment,  and  of  course  it  was  a  requisite  that  some  portion 
of  the  money  paid  should  go  towards  expenses.  So  that  was 
arranged  for  also. 

But  there  was  a  regular  part  of  the  moneys  received  by 
the  managers  of  the  assessment  societies  which  was  applicable 
to  death  losses,  and  their  plan  was  not  to  hold  any  reserve, 
but  to  send  around  a  notice  whenever  it  was  necessary  to 
collect  another  assessment,  and  they  carried  on  that  plan  very 
satisfactorily,  for  one,  two,  three,  four,  five,  six,  sometimes 
ten  or  fifteen  years.  But  it  is  within  the  knowledge  of  every 
person  who  recollects  the  8o's  in  the  insurance  business,  that 
during  the  8o's  and  90's  those  assessment  societies  died  out 
just  about  as  fast  as  they  had  been  organized  during  the 
70's  and  8o's,  in  other  words,  after  a  few  years  they  ceased  to 
live,  and  the  reason  why  they  ceased  to  live  was  because  the 
members  found  that  their  payments  were  increasing.  At  the 
beginning  of  these  companies  they  had  medical  examinations 
and  the  risks  did  not  die  very  fast,  and  so  for  a  few  years, 
while  they  were  taking  in  a  large  number  of  members  they 
liad  comparatively  few  deaths  and  the  expected  number 
of  assessments  were  sufficient  actually  to  pay  the  death 
losses,  so  that  their  agents  ,  would  point  to  their  re- 
sults and  say,  "Now,  these  old  fashioned  companies  are 
charging  you  twenty-five  dollars  for  your  insurance,  and  it  only 
costs  ten  dollars  in  our  company,  besides  a  little  initiation  fee. 
Why  don't  you  come  with  us  ?"  and  they  got  a  numerous  number 
of  people  to  come  with  them  on  that  basis.  But  they  found  later 
that  the  death  losses,  instead  of  costing  ten  dollars  a  year  would 
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cost  eleven,  twelve  and  thirteen,  and,  for  that  matter,  in  some  of 
the  early  companies  the  death  losses  did  not  exceed  eight  or  nine 
dollars  in  some  of  the  companies.  But  after  that,  the  good  risks " 
dropped  out  and  the  bad  risks  that  could  not  get  insurance  any- 
where else  stayed  and  then  there  came  a  tremendous  block  of 
assessments  and  the  concern  came  to  grief.  That  is  the  history, 
in  short,  of  all  those  assessment  companies. 

Q.  That,  I  think  we  may  assume,  is  the  reason  why  this  com- 
mittee is  in  receipt  of  so  many  complaints  from  many  of  the  ex- 
isting fraternal  companies  the  same  reasons  apply,  do  they  not? 
A.  They  apply  to  a  certain  extent  only. 

Q.  What  is  the  difference?  A.  The  difference  between  the 
fraternal  company  and  an  assessment  company  is  that  there  is  a 
bond  of  union,  more  or  less  strong,  among  the  members  of  the  fra- 
ternal organization.  They  have  their  lodge  meetings,  they  have 
their  other  benefits  in  case  of  sickness,  many  of  them.  They  have 
a  variety  of  inducements  for  people  to  join  them.  For  instance, 
the  Masons  and  Oddfellows,  they  have  formed  fraternal  insurance 
societies  and  they  have  a  bond  of  union  which  is  well  known,  and 
so  there  are  all  grades  of  fraternal  companies,  some  of  which  have 
a  strong  bond  of  union  and  others  which  have  only  a  weak  bond 
of  union.  Those  that  only  have  a  weak  bond  of  union  the  good 
lives  drop  out  as  the  expense  of  insurance  increases  and  they 
come  to  grief  the  same  as  the  assessment  companies.  Those  that 
have  a  strong  bond  of  union  will  go  on,  because  the  members  will 
go  on  paying  their  increased  assessments  rather  than  give  up 
their  lodge,  but  the  fraternal  companies  for  this  reason,  the 
bond  of  union  whatever  it  may  be,  live  longer  than  the  assessment 
companies  and  many  of  them  are  living  to-day  and  some  are,  I 
think,  flourishing  still.  I  gave  an  illustration  in  that  very  paper 
you  read  from  in  1898.  I  said  that  the  British  House  of  Lords, 
if  it  chose  to  assess  itself  on  every  death  of  a  peer,  would  repre- 
sent a  fraternal  organization  and  there  would  be  no  question  of 
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that  company  living  forever,  because  nobody  would  resign  from 
the  House  of  Lords. 

BY  MR.  ROGERS : 


Q.  Do  you  happen  to  know  the  name  of  the  oldest  fraternal 
company  in  this  country  ?  A.  My  acquaintance  with  the  fraternal 
companies  is  merely  external. 

Q.  I  simply  wanted  to  get  some  idea  of  the  time  of  its  organi- 
zation and  about  how  long  it  had  existed.  A.  I  could  not  under- 
take to  reply  to  that.  The  fraternal  companies  do  not  interfere 
with  the  regular  life  companies  to  such  an  extent  as  to  require 
attention  on  the  part  of  the  officers  in  the  life  companies.  I  was 
personally  asked  my  judgment  many  years  ago,  at  the  time  that 
the  first  law  of  Wisconsin  was  passed  on  the  subject  of  insurance, 
I  think  it  was  1871  or  1872,  at  any  rate,  it  was  the  first  time  that 
any  question  came  up  about  assessment  companies.  I  was  asked 
by  the  Superintendent  of  Insurance  of  Wisconsin  what  the  objec- 
tion would  be  to  the  assessment  companies,  with  a  view  of  provid- 
ing a  law  that  they  should  not  do  business  in  Wisconsin. 

Now,  as  I  said  before,  I  am  something  of  an  Ishmael  on  the 
subject  of  laws,  and  I  suggested  to  him  that  he  should  not  make 
any  law  against  the  assessment  companies.  And  it  is  possible 
that  the  citizens  of  Wisconsin  suffered  in  consequence.  But  my 
feeling  was  that  a  law  against  the  assessment  companies  would 
react  against  the  regular  life  companies  by  reason  of  feeling, 
strong  feeling,  clamor  and  excitement  which  would  be  detrimental 
to  the  regular  companies  on  the  ground  that  they  were  opposed 
to  the  very  existence  of  the  assessment  companies ;  and  it  seemed 
to  me  that  the  law  of  the  survival  of  the  fittest  had  better  take  its 
course  in  that  case  rather  than  interfere  with  it  by  law,  at  any 
rate,  at  the  instance  of  a  regular  company. 
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BY  MR.  McKEEN : 

Q.  In  the  extract  I  read  a  few  minutes  ago  from  your  Milwau- 
kee address,  you  refer  to  the  hardship  of  putting  up  a  reserve 
against  the  first  year's  premium.  Will  you  explain,  if  there  is  an 
explanation  to  that  reference,  what  hardship  or  difficulty  there  is 
under  the  present  law  in  its  relation  to  the  first  year's  premiums  ? 
A.  Well,  the  point  that  I  made  referred  to  a  proposition  which 
had  been  made  a  number  of  years  earlier  by  the  most  prominent 
of  British  actuaries,  Dr.  Sprague.  Dr.  Sprague  proposed,  as  re- 
gards ordinary  life  policies,  that  the  reserve  should  be  calculated 
exactly  as  if  the  policy  were  dated  a  year  later  than  its  actual  date, 
so  that  a  policy  issued  at  the  age  of  35  in  the  year  1880  would 
have  its  reserve  calculated  as  if  it  were  an  ordinary  life  policy 
issued  at  the  age  of  36  in  the  year  1881.  You  will  see  that  would 
make  no  reserve  at  all  the  first  year,  and  afterward  a  smaller 
reserve  than  the  reserve  held  on  an  older  policy  because  on  the 
second  year  of  the  policy,  according  to  the  regular  system,  you 
hold  a  reserve  according  to  two  premiums,  while  on  that  Dr. 
Sprague  system  you  would  hold  a  reserve  according  to  only  one 
premium.  The  third  year  you  would  hold  a  reserve  on  three 
premiums  against  a  reserve  on  two  premiums,  according  to  his 
system.  And  of  course  the  reserves  would  approximate;  the  pro- 
portion of  his  reserve  to  the  regular  reserve,  would  be  greater  and 
greater  as  time  went  on,  but  there  would  always  be  some  differ- 
ence, and  I  was  not  able  to  discover  any  possible  objection  from 
the  point  of  view  of  safety,  which  is  the  real  reason  for  a  reserve, 
why  that  rule  should  not  be  applied  by  our  American  Insurance 
departments  if  the  law  allowed  it,  particularly,  as  I  said,  to  the 
policies  of  the  smaller  companies,  the  younger  companies,  be- 
cause it  was  against  those  companies  that  the  present  law  bears 
with  undue  severity. 

Q.  Well,   is   it  a   fact,   resulting   from    observation    and    ex- 
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perience,  that  the  mortahty  in  the  earHer,  the  first  or  in  the  first 
few  years,  is  considerably  less  than  that  given  by  the  American 
Experience  Tables?  A.  The  mortality  in  the  first  year  in  any 
policy  in  our  company  is  about  50  per  cent  of  that  expected, 
according  to  the  American  Table. 

Q  How  do  you  account  for  that  difference?  A.  By  reason 
of  the  medical  examination. 

Q.  But  were  not  the  medical  examinations  at  the  time  the 
American  Experience  Tables  were  framed  by  Mr.  Romans?  A. 
The  American  Table  was  framed  by  Mr.  Romans  in  a  general 
way  in  accordance  with  the  American  Experience,  but  the  exact 
details  of  his  work  have  never  been  published,  and  I  have  never 
seen  any  manuscript,  nor  heard  of  any.  I  don't  think  he  left 
behind  him  any  details  of  the  method  of  calculation  of  that  table. 
But  Mr.  Fackler,  who  was  Mr.  Romans'  assistant  in  the 
Mutual  Life  has  said,  I  think,  that  Mr.  Romans  calculated  the 
American  Table  in  accordance  with  experience  of  American  in- 
surance after  the  first  few  years  had  gone  by,  leaving  out  of 
account  the  few  years  during  which  medical  selection  plays  the 
greatest  part  and  taking  into  account  only  the  experience  of 
the  later  years,  when  the  medical  selection  has  almost  ceased  to 
show  its  effects. 

Q.  Then  if  I  understand  you  aright  the  present  law  does  really 
compel  a  company  to  put  up  a  reserve  for  the  first  year's 
premium  considerably  larger  than  experience  shows  to  be  neces- 
sary? A.  Yes,  if  you  calculate  the  mortality  according  to  what 
you  may  actually  expect  on  a  set  of  lives,  which  have  just  been 
selected  by  the  doctors,  the  actual  mortality  which  is  going  to  be 
experienced  during  the  first  few  years  is  much  less  than  that 
which  the  Table  considers  is  to  be  experienced  and  to  hold  a 
reserve  which  says  that  the  whole  mortality  is  going"  to  be  ex- 
perienced during  those  few  years  is  to  that  extent  unjust. 

Q.  Has  there  not  been  a  way  devised- under  which  some  of 
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the  companies  doing  business  in  this  State  do  not  put  up  a 
reserve  for  the  first  year's  premium?  A.  I  think  the  majority 
in  numbers,  not  in  size  or  in  amount  of  insurance,  but  in  number 
of  all  of  the  -companies  in  the  country  doing  what  is  called  a 
regular  life  business  are  now  working  on  either  Dr.  Sprague's 
system,  or  a  system  which  is  the  same  as  his  for  ordinary  life 
policies,  and  worse  than  his  for  other  kinds  of  policies. 

Q.  Well,  how  do  they  do  under  the  new  law,  with  the  law  as 
it  is,  what  is  the  method  adopted?  A.  Well,  take  the  method 
by  which  they  evade  the  law,  and  I  consider  it  a  mere  evasion, 
although  the  courts  are  against  me. 

Q.  Well,  there  have  been  no  decisions  on  ;it  in  this  state,  I  think. 
A.  Perhaps  not.  The  method  by  which  they  evade  the  law  is  to 
write  a  policy  which  purports  to  be  two  policies.  This  policy  says 
that  during  the  first  year  it  is  a  short  term  policy,  and  after  that 
it  is  going  to  be  a  life  policy.  And  the  commissioners,  with  the 
exception  of  Massachusetts,  have  agreed  to  recognize  the  ficti- 
tious statement  that  there  are  two  policies  there  when  there 
is  only  one  policy,  and  they  calculate  the  reserve  according  to 
the  term  policy  which  gives  very  little  the  first  year  and  then 
they  calculate  the  reserve  on  the  other  policy  beginning  with  the 
second  year,  exactly  as  Dr.  Sprague  recommended  for  ordinary 
life  business.  But  raost  of  those  companies  when  it  comes  to 
endowment  business  practice  the  same  evasion,  that  is,  they 
charge  a  premium  for  example  of  $ioo  a  year  on  a  lo  year  en- 
dowment of  $1,000  and  they  say  that  this  is  two  policies,  while 
it  is  all  the  same  document,  you  know,  but  it  is 
two  policies;  the  first  policy  is  a  term  policy  by  which  the 
insured  pays  a  nominal  sum  of  $ioo  to  be  insured  during  the 
term  of  one  year  for  $i,ooo,  and  then,  after  that,  it  begins  to  be 
an  endowment  payable  in  nine  years,  by  which  the  insured  goes 
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on  paying  $ioo  a  year  for  nine  years  and  gets  $i,ooo  at  the  end 
of  the  term,  as  well  as  carrying  the  insurance  in  the  meanwhile. 

BY  MR.  COX: 

Q.  This  calculation  only  goes  to  the  valuation  of  the  policy? 
A.  The  valuation  of  the  reserve.  \ 

Q.  By  the  department?  A.  The  policy  is  a  ten-year  endow- 
ment insuring  a  thousand  dollars  for  a  premium  of  $ioo  a  year, 
but  it  appears  to  be  two  policies  and  the  departments  value  the 
first  part  of  it  for  one  year — they  charge  a  reserve  of  a  very  few 
dollars  for  the  term  insurance,  possibly,  oh,  it  may  be  $5  on  a 
thousand,  reserve  on  the  terrn  insurance  and  the  company  takes 
$100  for  the  risk  and  makes  $95  profit. 

Q.  Does  that  method  enable  the  insurance  companies  to  use  a 
part  of  that  first  year's  premiums  for  the  expense  of  getting  busi- 
ness ?  A.  That  method — it  enables  the  insurance  companies  to  use 
a  large  fraction,  a  very  large  fraction,  of  the  first  year's  premiums 
toward  the  expenses  of  getting  business,  and  if  it  were  not  for 
these  variations  I  speak  of  as  regards  other  forms  of  policies,  as 
far  as  the  ordinary  life  policy  is  concerned  for  the  whole  life, 
I  consider  that  the  effect  of  this  evasion  of  the  present  law  is 
entirely  useful  and  wholesome;  that  if  the  law  only  permitted 
it,  the  departments  and  the  courts,  so  far  as  they  have  spoken,  say 
the  law  does  permit  it — in  other  words,  assuming  that  I  am 
wrong  in  regard  to  the  law,  that  it  is  entirely  wholesome  in  re- 
gard to  ordinary  life  and  it  is  to  a  certain  extent  as  to  the  other 
business. 

BY  MR.  McKEEN: 

Q.  It  would  be  your  view  that  the  legislators  might  wisely  per- 
mit that  to  be  done  in  the  case  of  ordinary  life  policies  ?  A.  And 
to  a  certain  extent  with  all  other  policies. 
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Q.  But  it  is  your  opinion,  as  I  understand,  that  the  existing 
practice  is  an  evasion  of  the  existing  statute?  A.  It  is  my  per- 
sonal opinion  which  I  advance  with  diffidence,  because  the  author- 
ities are  against  me. 

Q.  Well,  the  only  authority  against  you  that  I  have  been  able 
to  find  is  a  decision  of  the  Supreme  Court  of  Vermont.  The  case 
came  up  in  Massachusetts  and  the  court  there  declined  to  pass 
upon  the  question  upon  the  ground  it  was  within  the  discretion 
of  the  Commissioners  of  Insurance,  and  they  would  not  interfere. 
Now,  as  I  understand  it,  in  those  cases — and  I  call  the  attention  of 
the  committee  to  the  fact  that  it  appears  by  the  testimony  that 
there  are  a  great  number  of  companies  in  this  State  doing  busi- 
ness in  his  way A.  Excuse  me.     I  said  the  majority  of  the 

companies  in  the  country.  Most  of  them  do  business  in  New 
York. 

O.  But  there  are  several  here?    A.  There  are  several. 

Q.  Now  it  appears,  if  I  understand  your  testimony  aright  on 
that  subject,  that  they  do  not  make  as  specific  charge  of  premiums 
which  would  be  the  rate  of  premium  for  a  one-year  term,  but  they 
charg'e  for  that  one  year  term  the  full  premium  that  it  is  proposed 
to  charge  for  the  continuance,  whether  it  be  a  life  policy  or 
whatever?    A.  Yes,  that  is  what  they  do. 

Q.  The  effect  of  it  is,  is  it  not,  that  the  amount  received  by  the 
companies  doing  business  in  that  way  for  the  first  year  so-called 
term  insurance  is  very  largely  in  excess  of  what  they  would  prop- 
erly get  for  a  single  year's  term?  A.  Yes,  it  is  considerably  in 
excess  on  the  ordinary  life  policy  and  greatly  in  excess  on  the 
other  policies. 

O.  Well,  it  is  not  then  a  necessary  corollary  of  that,  that  two 
people,  say,  insured  in  that  method  and  they  both  theoretically 
get  one  year's  insurance,  if  one  of  them  is  paying  an  all-life  policy 
he  pays  one  rate ;  if  he  is  to  have  the  option  of  renewal  for  an  en- 
dowment policy  he  pays  a  much  higher  rate.     Let  me  read  the 
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provision  of  the  existing  statute,  section  89:  "No  life  insurance 
corporation  doing  business  in  this  State  shall  make  any  discrim- 
ination in  favor  of  individuals  of  the  same  class  or  of  the  same 
expectation  of  life,  either  in. the  amount  of  premium  charged  or  in 
any  return  of  premium,  dividend  or  other  advantages."  Would 
it  not  seem  that  that  method  is  in  violation  of  that  provision  of 

the  law  ?    A.  Well- 

Q.  I  do  not  care,  of  course,  to  press  you  to  answer  legal  ques- 
tions, but  as  we  have  got  into  that A.  Well 

O.  Are  not  two  men  of  the  same  class  who  have  diflferent  op- 
tions of  renewal  paying  different  rates  for  one  year's  term  insur- 
ance ?  A.  You  have  a  man  paying  at  the  age  of  35,  say,  $30  a  year 
for  an  ordinary  life  policy.  You  have  another  man  of  the  same  age 
paying  $100  a  year  for  a  ten-year  endowment  policy.  Now  the 
effect  of  this  evasion  is  to  go  through  the  motion  of  having  a 
term  policy  in  the  one  case  for  one  year  by  which  $1,000  is  insured 
for  $30  and  on  the  other  man  $1,000  is  insured  for  one  year  as  a 
term  policy  for  $100. 

Q.  Yes.  A.  Now  if  it  were  true  that  this  was  really  a  term 
policy  of  one  year  and  that  the  other  was  really  a  term  policy 
for  one  year,  it  would  be  gross  discrimination. 

Q.  Then  you  are  on  the  horns  of  a  dilemma.  A.  You  are  on 
the  horns  of  a  dilemma ;  either  it  is  true  or  it  is  not  true. 

Q.  Either  it  is  an  evasion  or  it  is  not,  and  if  it  is  an  evasion  of 
one  law  it  is  a, violation  of  another?  A.  It  is  an  evasion  of  the 
present  law  it  ought  to  be  dropped  until  the  law  is  changed,  and 
if  it  is  not  an  evasion  it  is  a  discrimination.  I  think,  allow  me  to 
say,  that  if  the  law  is  changed  on  that  subject  it  should  be  changed 
so  as  not  to  permit  any  clubbing  together  of  two  policies  in  form 
in  a  single  contract  for  the  same  premium,  or  for  one  premium. 
The  law  should,  if  it  goes  into  this  matter  in  accordance  with  the 
ideas  that  I  had  in  1898,  which  I  hold  still,  the  laws  should  say 
that  the  reserve  on  an  ordinary  life  policy  should  begin  with  the 
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second  year,  on  the  regular  system,  and  that  the  reserve  on  other 
forms  of  policies  should  begin  with  the  first  year,  but  should  per- 
mit the  same  margin  toward  expenses  as  the  law  permits  for  or- 
dinary life  policies,  the  same  margin  in  dollars  and  cents. 

Q.  Now,  you  have  made  several  references"  to  Dr.  Sprague's 
methods,  and  I  find  that  he  makes  the  distinction  between  reserve 
by  the  select  and  ultimate  methods ;  can  you  explain  just  what  that 
distinction  is,  what  he  means  by  select  and  ultimate?  A.  Well, 
a  select  table,  as  Dr.  Sprague  defined  it,  is  a  table  which  is  very 
complex.  Instead  of  saying  that  there  are  so  many  persons  living 
at  the  age  of  thirty,  and  so  many  left  out  of  that  number  at  the 
age  of  thirty-one,  and  after  deaths  during  that  year  so  many  left 
at  age  of  thirty-two,  and  so  forth,  which  is  the  form  of  the  ordi- 
nary life  table.  Dr.  Sprague  made,  or  proposed  to  make  a  table  for 
each  year  of  issue.  For  instance,  he  would  say  that  a  person  in- 
sured at  the  age  of  thirty  would  live,  according  to  what  he  called 
a  select  table,  for  age  thirty,  and  the  select,  and  the  select  table  at 
the  age  of  thirty,  would  assume  that  there  would  be  ten  thousand 
persons  living  at  the  age  of  thirty  when  the  policy  was  taken,  and 
then  that  a  certain  number  of  those  would  die,  the  number  being  a 
good  deal  less  than  under  the  ordinary  table  because  of  the  medical 
selection.  A  certain  number  would  die  during  that  year  and  there 
would  be  so  many  living  at  the  age  of  thirty-one,  and  so  forth,  tak- 
ing into  view  the  effect  of  medical  examination  and  the  actual  ex- 
perience of  the  companies  for  the  policies  taken  at  age  thirty. 
Then  he  would  say  take  another  table,  according  to  the  actual 
experience  for  policies  issued  at  age  thirty-one,  showing  the 
mortality  of  first  year,  second  year,  third  year  and  so  on,  on  the 
policies  issued  at  age  thirty-one,  and  in  that  way  he  would  get 
perhaps  fifty  different  tables,  beginning  at  different  ages  at 
issue,  and  running  along,  first  year,  second  year,  third  year 
and  so  forth,  for  each  table,  and  in  that  way  he  would  form 
a  large  number  of  select  tables,  which  would  show  the  real 
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probable  course  of  mortality,  instead  of  taking  the  average 
table,  which  only  takes  it  on  the  whole. 

Q.  In  other  words,  it  is  a  carrying  of  the  mortality  table 
onto  a  very  much  greater  degree  of  refinement  than  those 
which  are  in  actual  use?    A.  Yes. 

Q.  I  suppose  perhaps  you  can  advise  us  what  is  being  done 
by  actuaries  to  the  end  of  having  more  accurate  tables  of  mor- 
tality. Whether  that  is  receiving  earnest  attention.  Is  there 
anything  to  be  said  on  that  subject  of  importance  or  interest? 
A.  The  actuaries  in  Great  Britain  took  the  lead  in  that  matter. 
Seventeen  companies  supplied  material  to  the  Institute  of 
Actuaries  a  number  of  years  prior  to  the  time  when  the  results 
were  pubHshed.  I  think  that  these  companies  gave  their  ex- 
perience up  to  about  1840,  possibly  1843,  but  I  think  the 
results  were  published  in  1843.  It  was  called  the  combined 
experience  table,  and  has  in  this  country  been  known  as  the 
Actuaries'  Table  of  Mortality.  It  was  the  standard  according 
to  law  in  this  State  to  the  end  of  the  year,  1900 — I  am  not  sure, 
I  think  it  was  the  beginning  of  the  year  1900. 

Q.  Going  back  a  moment  to  the  subject  of  legislation  as 
to  reserves,  that  a  company  must  have  in  order  to  continue  in 
business,  will  you  explain  what  may  be  called  the  origin  of 
that  legislation  in  Massachusetts,  and  how  it  worked  there, 
and  if  you  have  any  criticism  to  make  upon  the  Massachusetts 
system,  make  them.  A.  The  origin  of  the  net  reserve  law 
in  Massachusetts  goes  back  to  the  year  1858  or  i860.  The 
Insurance  Commissioner  of  Massachusetts,  who  was  a  man 
of  great  intelligence  and  force,  Elizur  Wright,  had  to  do  with 
a  British  company  doing  business  in  Massachusetts,  which 
made  its  valuation  according  to  what  was  called  the  gross 
method.  I  will  explain  that  in  a  moment.  The  valuation, 
according  to  the  gross  method,  showed  a  reserve  very  much 
less  than  the  calculation  according  to  the  net  method,  which 
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has  been  the  law  ever  since.  The  net  method  was  then  fol- 
lowed by  all  the  more  respectable  companies  in  Great  Britain — 
I  beg  pardon,  by  a  number  of  the  more  respectable  companies 
in  Great  Britain,  although  some  very  respectable  companies 
used  a  modification  of  the  gross  method,  ^Yhich  gave  almost 
equivalent  results  to  the  net  method.  Now,  Mr.  Wright,  in 
examining  the  system  employed  in  Great  Britain  for  the  valu- 
ation of  liabilities  for  reserve,  took  what  was  then  coming  to 
be  the  actual  opinion  of  English  actuaries,  that  the  net  method 
was  a  good,  sound,  base  method  to  be  adopted,  and  he  in- 
sisted that  this  company  should  have  its  liabilities  valued 
by  the  net  method.  I  think — my  recollection  is  vague,  it  is 
many  years  since  I  read  about  it — I  think  he  personally  made 
a  valuation  on  the  net  method  and  found  the  liabilities  were 
too  great  for  that  company  to  do  business  in  Massachusetts 
if  that  method  were  enforced,  and  he  thereupon  requested  the 
company  to  cease  to  do  business,  and  the  result  of  that  experi- 
ence— there  was  a  good  deal  of  correspondence  and  bickering 
on  the  part  of  the  company,  but  the  result  of  the  experience 
was  that  he  compelled  a  weak  British  company  to  cease  to 
do  business,  and  thereupon  proposed  that  the  same  standard 
should  be  used  for  all  the  American  companies,  and  it  was 
used  in  Massachusetts  from  that  time  forward,  but,  as  I  said 
before,  during  the  coming  decade  after  that  time  there  was 
much  laxity  on  the  part  of  the  Commissioners  in  allowing 
assets  of  doubtful  value  to  be  counted  against  the  liabilities. 

Q.  Mr.  McClintock,  you  recall,  of  course,  the  agitation  in 
this  State  which  led  to  an  investigation  by  the  Legislature 
on  the  subject  of  tontine  methods  in  life  insurance.  Will  you 
give  your  views  and  attitude  as  to  that  system  of  insurance, 
and  explain  how  it  happened  that  such  extraordinary  returns 
apparently  came  about  in  the  matter  of  tontine  dividends  at 
the    time    the    system    was    at    its    height?      A.  The  ton- 
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tine  system  was  originated,  as  I  recollect,  by  the 
Equitable  early  in  1869,  possibly  a  year  later.  It  had  for  its 
object  a  recurrence  to  the  system  of  total  forfeiture,  which,  as 
I  said  before,  enabled  the  Mutual  Life  and  other  companies 
in  all  probability,  certainly  the  Mutual  Life,  to  pay  for  a 
series  of  years  its  entire  expenses  out  of  the  savings  coming 
from  the  cancellation  of  reserve  on  the  lapsed  policies.  That 
was  known  as  the  system  of  forfeiture. 

Q.  Now,  the  custom  of  the  business  in  1867  and  1868  came 
to  be  pretty  generally  that  of  giving  paid-up  policies  in  cases 
of  lapse,  provided  that  they  were  claimed  in  a  certain  number 
of  months  after  the  lapse,  and  this  system  reduced  the  profits 
from  forfeiture  very  greatly.  And  it  seems  to  have  occurred 
to  the  originators  of  the  tontine  system  that  they  might  accom- 
plish two  purposes.  One  to  secure  profits  from  forfeitures 
from  all  policies  issued  on  that  plan,  and  the  other  object 
withholding  dividends  for  a  term  of  years,  to  save  to  the  * 
company,  and  ultimately  to  the  assured  on  that  plan,  the  div- 
idends which  would  otherwise  be  paid  on  the  annual-dividend 
system  to  the  policies  as  the  years  went  by.  That  plan,  in 
short,  was  this,  that  instead  of  giving  an  annual  dividend  at 
the  end  of  the  first  year  and  thereafter,  the  policyholder 
agreed  that  there  should  be  no  dividend  on  his  policy  until, 
for  example,  twenty  years  had  expired.  He  also  agreed  that 
in  case  of  lapse  he  was  to  get  no  surrender  value  in  any  form, 
insurance  or  otherwise,  so  that  the  company  in  the  first  place 
saved  for  its  policyholders  all  the  annual  dividends  which 
would  have  been  paid  in  case  of  death  to  those  persons  who  died 
prior  to  their  decease,  and  also  the  dividends  which  would  have 
been  paid  on  policies  which  lapsed  during  the  period  prior  to 
the  time  of  lapse  and  by  saving  those  dividends,  and  by  saving 
of  the  values  which  would  have  been  paid  in  insurance  and  cash 
to  those  who  dropped  their  policies,  large  results  were  anticipated 
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at  the  end  of  the  twenty  year  period  to  be  divided  among  those 
who  survived  that  period  and  paid  persistently  their  premiurhs 
during  the  whole  time.  And  as  a  matter  of  fact  the  results  were 
large.  They  were  not  so  large  as  the  founders  of  the  system 
expected  because — observe  that  I  am  now  speaking  from  hear- 
say, was  not  connected  with  any  company  who  had  any  such 
period  matured,  I  was  not  connected  with  any  company  which 
practiced  the  tontine  system  before  1880 — ^but  the  tontines  which 
were  started  in  1870  or  thereabouts,  when  it  came  to  1890,  the 
time  of  maturity,  they  did  receive  large  profits,  but  not  so  much 
as  were  expected  in  1870 — as  were  expected  in  1870.  Probably 
because  the  number  of  lapses  which  were  calculated  upon  at  the 
beginning  really  fell  short.  That  is,  they  calculated  on  a  certain 
number  of  lapses,  and  the  actual  lapses  were  fewer.  The  policy- 
holders kept  up  their  policies  on  that  plan  very  closely.  And 
secondly,  of  course  all  ordinary  sources  of  surplus  fell  off  during 
the  seventies  and  during  the  eighties  further.  The  rate  of  in- 
terest fell  off  greatly.  The  expenses  of  the  business  were  prob- 
ably greater  than  were  anticipated  by  those  that  made  the  esti- 
mates in  1870.  Nevertheless,  there  were  very  large  dividends 
paid  on  those  policies  in  and  after  1890  in  the  companies  that 
did  that  business  at  the  start. 

BY  MR.  COX: 

Q.  Was  it  the  intention  that  the  reserves  should  go  to  the 
policyholders  to  be  paid  in  until  the  end  of  the  year,  that  is  the 
reserves  on  the  policies  which  lapsed?  A.  That  was  the  inten- 
tion, that  reserves  on  all  the  lapsed  policies  and  all  the  accrued 
annual  dividends  which  might  have  been  paid  on  the  lapsed 
policies  and  on  the  policies  which  died — should  be,  not  the 
reserve  of  the  policies,  but  the  reserve  on  the  lapsed  policies  and 
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the  accumulated  dividends  on  both  classes  of  policies  were  to 
be  accumulated  for  the  benefit  of  the  survivors. 

Q.  Do  you  know  whether  or  not  books  were  kept  whereby 
those  lapsed  reserves  were  put  into  a  separate  fund?  A.  I  have 
never  examined  the  books  of  any  company,  which  operated  on 
that  plan  prior  to  1880. 

BY  MR.  McKEEN : 

Q.  We  will  come  in  a  moment,  to  some  examination  about 
the  very  important  matter  of  the  method  of  deferred  dividends 
and  the  difference  between  the  original  tontine  system  and  that. 
But  before  coming  to  that,  there  are  one  or  two  matters  of  a 
general  nature  which  occur  to  me  to  ask  you  about,  You  said 
something  about  medical  examinations,  and  have  given  us  some 
interesting  views  and  facts  bearing  upon  the  Tables  of  Mortality. 
Has  the  matter  of  insuring  impaired  lives  come  to  your  attention, 
of  what  is  known  as  some  sub-standard  system  of  insurance  or 
sub-average?     A.    Only  as  practiced  by  other  companies. 

Q.  Has  the  Mutual  Life  ever  entered  upon  that  business  at 
all  ?  A.  So  far  as  I  know  the  Mutual  Life  has  never  insured  any 
one  who  was  unable  to  pass  the  medical  examination  the  same 
as  anybody  else. 

Q.  Will  you  state  what  the  method  is  for  fixing  the  premium 
for  these  extra  hazardous  risks  so  far  as  you  have  learned  it  in 
other  companies,  that  do  practice  it?  A.  In  Great  Britain  the 
general  practice  has  been  to  do  what  they  call  rating  up  a  man. 
That  is  to  say,  if  the  man's  age  is  35,  they  will  rate  him  up  to 
age  42,  or  some  other  age,  and  make  him  pay  the  premium 
according  to  the  rated  up  age,  and  then  they  hold  the  reserve 
according  to  the  rated  up  age,  and  treat  him  as  if  he  was  that 
age,  or  that  much  older,  in  all  respects.  That  system  is  used 
only  to  a  small  extent,  I  think,  in  this  country.  As  I  understand. 
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the  system  in  the  New  York  Life,  which  does  the  most  of  that 
business  in  that  country,  it  is  to  have  a  special  table  of  mortality, 
heavy  mortality,  either  50  per  cent  greater  than  the  American 
Table  or  100  per  cent,  and  by  that  I  mean  this,  that  according  to 
the  regular  life  table  at  a  certain  age  a  man  has  eleven  chances 
of  dying  out  of  one  thousand.  For  instance  the  life  table  says 
that  out  of  one  thousand  persons  living  at  that  age  eleven  per- 
sons will  die.    Now,  double  the  mortality 

Q.  You  mean  will  die  in  the  year?  A.  Will  die  in  the  year, 
before  the  next  age.  If  you  speak  of  doubling  the  mortality  it 
means  that  out  of  one  thousand  persons  living  at  that  age  there- 
will  be  twenty-two  persons  die  within  the  year  instead  of  eleven. 
If  you  take  a  table  of  fifty  per  cent  additional  mortality,  it  means 
that  sixteen  and  one-half  persons  will  die  during  the  year  instead 
of  eleven.  Then  taking  this  special  table,  whatever  it  may  be, 
according  to  the  class  in  which  they  place  the  applicant,  they 
either  take  them  without  a  reduction  of  the  amount  insured  or 
they  make  a  reduction  of  the  amount  insured  in  addition.  They 
make  a  reduction  of  considerable  extent  sometimes  half  or  even 
more  than  half  of  the  first  year's  insurance  is  cut  off.  They  may 
put  it  in  the  policy,  instead  of  paying  ten  thousand  dollars  the 
first  year,  if  that  is  the  amount  of  the  insurance,  they  will  pay 
seven  thousand  dollars  in  case  of  death  the  first  year  or  six 
thousand  dollars  or  five  thousand  dollars.  They  call  this  putting 
a  lien  on  the  policy,  which  really  means  reducing  the  amount  of 
the  insurance  during  that  year.  Then  by  degrees  they  take  off 
that  lien,  that  is  to  say  they  gradually  increase  the  amount  of  in- 
surance they  will  pay  during  the  second  and  third  year  and  so  on, 
until  after  a  number  of  years  it  comes  up  to  the  full  amount  in- 
sured, and  after  that  they  pay  the  full  amount  insured. 
That  is  the  systeni  upon  which  they  insure  the  people, 
and  the  system  upon  which  they  hold  the  reserves  is  to  take  the 
actual  contract  for  insurance  with  these  reduced  amounts,  what- 
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ever  they  are,  and  estimate  the  reserve  that  ought  to  be  held 
on  them  according  to  this  special  table  that  I  have  spoken  of, 
with  increased  mortality,  and  the  regular  rate  of  interest  which 
they  assume  in  their  calculations. 

BY  MR.  COX: 

O.  Are  there  any  experience  tables  available,  general  ex- 
perience tables,  for  anything  of  that  sort  ?  A.  There  are  tables 
relating  to  certain  classes  of  cases.  So  far  as  a  person  comes 
within  a  certain  recognized  class  there  are  tables  available  for 
indicating  the  proper  mortality  of  that  class.  For  example, 
for  a  person  whose  weight  greatly  exceeds  the  amount  which 
is  proper  for  his  height,  in  other  words,  a  stout  person,  a  very 
stout  person,  will  probably  have  a  specially  heavy  rate  of 
mortality  applicable  to  his  case.  And  there  are  tables  which 
apply  to  the  mortality  of  stout  persons  who  are  otherwise  in 
perfect  health.  There  are  tables  available  for  gouty  persons, 
there  are  tables  available  for  a  variety  of  special  risks.  But 
there  are  no  tables  available  for  those  numerous  individuals 
who  may  happen  to  be  in  two  of  these  classes ;  for  instance,  a 
person  who  is  gouty  and  at  the  same  time  very  heavy,  there 
is  no  table  available  for  that  particular  combination. 

Q.  And  the  insurance  of  that  man  is  a  guess?  A.  Well,  not 
exactly  a  guess  I  fancy  in  the  New  York  Life,  because,  as  I 
understand,  they  have  had  a  number  of  years'  experience 
of  their  own,  and  I  am  quite  incompetent  to  pass  any  judg- 
ment upon  the  extent  of  the  tables  which  they  have  derived 
on  their  own  experience,  and  the  degree  to  which  those  tables 
should  be  trusted  for  future  business.  I  have  not  any  doubt 
at  all  that  this  business,  both  in  Great  Britain  and  this  coun- 
try, was  done  in  the  first  place  as  you  may  say  largely  as  a 
guess,  but  you  must  remember  that  it  would  be  the  guess  of 
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a  particularly  experienced  and  bright  person  who  knew  his 
business  pretty  well.  And  there  are  some  companies,  I  have 
heard  of  two  in  Great  Britain,  and  there  may  be  more,  which 
have  actually  made  a  profit  on  that  class  of  business  owing  to 
the  particular  capability  of  the  individuals  who  made  the 
guesses  for  them.  And  as  I  understand  Mr.  McCall's  testi- 
mony, the  mortality  thus  far  in  the  New  York  Life  is  only 
95  per  cent,  of  what  they  have  expected  according  to  their 
tables  in  which  they  have  classified  the  risks  which  they  have 
taken  on  the  sub-average  basis. 

BY  MR.  McKEEN: 

Q.  Has  the  fact  been,  if  the  society  gets  business  by  any 
of  these  companies,  has  the  fact  been  advertised  that  they  take 
lives  on  these  sub-average  risks?    A.    No,  I  think  not. 

Q.  Is  it  not  a  fact  that  that  system  is  largely  resorted  to 
because  of  the  great  pressure  of  the  agents  to  get  people  in- 
sured who  would  not  pass  medical  examination?  A.  That  I 
cannot  say,  but  I  should  suppose  that  that  would  be  one 
element,  and  another  element  would  be  the  natural  desire  of 
the  managers  to  insure  as  many  people  as  possible  provided 
they  could  get  good  pay  for  it,  good  satisfactory  pay. 

Q.  If  you  have  an  opinion  which  you  can  give,  what  is  it, 
as  to  the  wisdom  of  generally  entering  upon  that  kind  of 
business  by  all  companies?  A.  Well,  there  are  two  points 
that  I  will  make  upon  that  matter.  In  the  first  place,  I  should 
say  that  there  is  not  yet  sufficient  experience  available  which 
would  enable  companies  in  general  to  go  into  that  business 
with  any  fair  prospect  of  being  certain  to  avoid  loss  on  it. 

BY  MR.  COX: 

Q.  Let  m.e  ask  you  right  there,  how  can  you  get  experi- 
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ence  tables  for  that  purpose  without  going  into  the  business 
or  having  someone  go  into  the  business?  A.  The  company 
which  has  been  in  the  business  the  longest  has  the  advantage 
over  the  other  ones,  because  it  has  its  own  experience  to  go  by. 
Q.  Do  you  mean  by  that,  then,  that  companies  must  en- 
gage in  it  before  they  can  make  up  accurate  experience  tables 
for  the  purpose?  A.  I  should  doubt  the  feasibility  of  secur- 
ing accurate  tables  for  anything  except  specifit;  simple  classes, 
such  as  I  refer  to.  For  complicated  cases,  which  a  doctor 
would  form  an  opinion  about,  I  do  not  see  how  it  would  be 
possible  to  secure  adequate,  tables  of  sufficient  magnitude  to 
enable  one  to  depend  upon  them  for  future  business.  In  short, 
it  seems  to  me  that  it  is  a  system  of  good  guessing,  and  in 
order  to  get  good  guessing  it  has  to  be  guessing  on  the  safe 
side,  and  the  doctors  and  others  who  have  to  do  the  guessing 
must  do  so  in  such  a  way  that  on  the  average  they  feel  sure 
that  they  will  not  be  betrayed  by  the  results.  In  other  words, 
if  they  make  a  mistake  on  one  man  that  it  will  be  more  than 
made  up  by  making  a  corresponding  mistake  on  the  other 
side  in  favor  of  the  company  on  another  man.  And  I  fancy 
that  that  is  what  has  actually  happened  in  these  companies 
that  have  succeeded  in  making  a  profit.  There  are  a  number 
of  companies  that  I  have  heard  of  who  have  tried  this  busi- 
ness in  Great  Britain  who  have  not  made  a  profit.  That  brings 
me  to  the  second  point  I  would  make,  and  that  is  that  if  a 
number  of  companies  go  into  that  kinds  of  business,  it  must 
inevitably  lead  to  competition  in  individual  cases.  And  I 
made  this  remark  to  an  officer  of  the  New  York  Life  a  num- 
ber of  years  ago,  I  said,  "As  long  as  you  have  no  open  com- 
petition, you  may  be  able  to  make  your  rates  whether  you 
have  statistics  for  them  or  not,  you  may  be  able  to  make  your 
rates  so  carefully  and  so  conservatively  on  the  average  as  to 
make  a  profit,  but  I  said  when  you  begin  to  have  competition 
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with  same  company  which  does  business  on  a  large  scale,  ana 
it  is  openly  understood  that  people  can  go  to  one  or  another 
of  these  companies,  then  I  said  a  man  will  go  to  your  com- 
pany and  he  will  be  told  that  he  will  have  to  have  a  lien  of 
30  per  cent,  on  his  policy,  which  means  that  the  first  year 
you  will  pay  $7,000  instead  of  $ro,ooO,  and  then  he  will  go 
to  some  other  company  and  their  doctors  will  figure  out  that 
they  will  let  him  have  a  policy  which  will  give  him  $8,000  the 
first  year  instead  of  $7,000.  It  is  quite  impossible  to  have 
definite  tables  for  these  extreme  complex  cases. 

BY  MR.   COX: 

Q.  Do  you  mean  right  there  again  that  the  doctors  figure  out 
these  things  for  the  policies?  A.  I  fancy  the  doctors  have  most 
to  say  about  it,  but  also  that  they  are  in  company,  I  fancy  they 
work  together,  having  some  representative  of  the  actuarial  de- 
partment and  some  other  department,  I  fancy  there  are  two  or 
three  minds  at  work  on  each  case,  and  it  would  necessarily  be  so. 
But  I  was  going  to  say  further,  as  I  said  before,  to  this  gentle- 
man, that  the  man  who  went  to  the  other  company  and  could  get 
$8,000  the  first  year  would  go  to  the  New  York  Life  agent  and 
say,  "You  are  no  good,  your  doctors  are  a  set  of  old  humbugs. 
This  doctor  in  the  other  company  is  going  to  take  me  for  $8,000 
and  your  doctor  said  $7,000,  and  as  far  as  the  other  company  is 
concerned,  it  gets  the  business  but  the  New  York  Life  agent  does 
not  forget  it."  Remember,  this  is  a  talk  I  had  some  years  ago  as 
to  the  possibility  of  competition  and  what  would  be  the  effect  of 
competition.  Then  the  New  York  Life's  agent  goes  to  his  com- 
pany and  says  our  doctors  are — when  I  say  doctors  I  mean  the 
committee  having  charge  of  the  matter — our  people  are  too  con- 
servative in  this  matter.  They  are  not  up  to  date.  They  are  old 
fogies,  and  so  forth.    And  that  might  happen  once  or  twice  or 
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ten  or  twenty  times  without  producing  any  effect,  but  after  it  hap- 
pened one  hundred  times  the  people  in  charge  of  the  management 
would  begin  to  wonder  whether  or  not  they  were  not  too  severe 
and  too  close  in  their  calculations  and  whether  they  had  not 
better  let  up  a  little,  and,  jn  short,  I  said  to  this  gentleman  the 
effect  of  open  competition  on  that  business  is  bound  to  lead  to 
loss  in  the  end,  it  seemed  to  me. 

Q.  Then  there  is  a  constant  pressure  being  brought  to  bear 
upon  the  actuary's  department  in  connection  with  the 
competition,  and  unless  you  have  experience  tables, 
established  experience  tables,  there  is  great  danger  in- 
volved? A.  I  think  that  would  be  the  case  if  there  were  open 
competitions.  As  long  as  the  company  has  a  full  say  about  what 
it  is  going  to  do,  the  officers  can  use  their  judgment  so  conserva- 
tively as  in  all  probability  to  come  out  all  right,  that  is  the  way 
it  strikes  me.  But,  of  course,  I  may  be  even  too  sanguine  on  that 
point,  but  I  think  the  companies  who  carry  it  on  can  do  it  pro- 
vided they  have  no  competition. 

BY  MR.  McKEEN : 

Q.  Do  you  happen  to  know  what  the  result  has  been  in  Austra- 
lia, where  this  practice  has  prevailed  to  a  considerable  extent, 
whether  it  has  been  profitable  there  or  successful  there  ?  A.  Aus- 
tralia, I  don't  recollect  having  read  about  it.  I  have  always 
understod  the  practice  has  not  been  profitable  in  Great  Britain, 
where  there  is  more  or  less  competition. 

Q.  Now,  it  has  been  said  in  defense  of  this  system  that  it  is 
analogous  to  fire  insurance  where  extra  hazardous  risks  are  taken, 
and  extra  premiums  are  paid,  and  it  has  been  said  that  there  is  no 
reason  why  the  same  thing  should  not  be  done  in  life  insurance. 
Is  it  not  a  fact  that  it  has  always  been  well  known  that  the  funda- 
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mental  distinction  between  fire  insurance  and  life  insurance  was 
that  fire  insurance  is,  as  a  rule,  for  limited  period  of  time — term 
insurance,  almost  altogether  ?  A.  I  have  not  thought  much  about 
that  argument. 

Q.  Well,  it  is  a  fact,  is  it  not,  that  substantially  all  fire  insurance 
is  for  a  limited  term  and  marine  insurance  also  for  a  voyage  usu- 
ally? A.  There  is  a  great  difference  between  fire  insurance  and 
life  insurance  in  all  respects.  One  is  that  it  is  for  a  term  and  is  not 
only  limited,  but  can  be  cut  short  by  the  company  at  any  time, 
while  the  life  contract  lasts  until  the  end  of  the  period  or  until 
life,  according  to  the  nature  of  the  contract.  The  other  point  is 
that  life  companies  are  accustomed  to  depend  on  tables  of  mortal- 
ity, while  fire  companies  have  a  very  multifarious  class  of  risks 
to  deal  with,  some  of  which  they  have  statistics  for,  and  some  of 
which  they  have  to  guess  on. 

Q.  Mr.  McClintock,  we  were  talking  about  the  tontine  system, 
and  ■^hat  leads  up  to  the  question  of  deferred  dividend  policies.  As  I 
understand  it,  the  Mutual  Life  never  engaged  in  the  old  strictly 
tontine  plan  of  life  insurance,  but  you  have  for  many  years  engaged 
in  the  issue  of  policies  upon  the  deferred  dividend  plan  ;  when  was 
that  system  or  method  of  insuring  adopted  in  the  Mutual,  about 
when?  A.  In  1886.  I  ought  to  correct  one  point  in  your  state- 
ment. The  Mutual  Life  issued  a  few  tontine  policies  at  a  very 
early  period,  perhaps  about  1870,  for  a  short  time,  and  the  story 
goes  that  Mr.  Winston,  who  was  the  president  of  the  company, 
happened  to  meet  the  wife  of  one  of  the  persons  insured  on  one 
of  those  policies,  and  she  complained  to  him  that  she  was  afraid 
they  would  not  be  able  to  keep  up  that  policy;  that  if  it  was  a 
regular  policy  they  could  pinch  a  little  so  as  to  pay  the  premiums 
and  get  a  paid-up  policy;  but  being  a  tontine  policy  they  were 
going  to  lose  everything  they  put  in ;  and  she  expressed  her  de- 
testation of  the  system  in  such  a  way  as  to  cause  him  to  feel  that 
the  system  of  tontine  forfeiture  of  those  policies  was  one  which 
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would  be  objected  to  and  ultimately  unpopular.  He  accordingly 
issued  an  order  that  that  particular  plan  should  be  dropped,  so 
that  only  a  very  few  were  issued  during  the  year  and  possibly  a 
little  longer  than  a  year;  but  they  all  ran  out  many  years  ago. 
The  policies  to  which  you  refer  the  company  issued  in  1886.  Be- 
fore that  the  Mutual  Life  had  had  a  somewhat  varied  experience 
as  to  its  dividend  system.  I  think  I  can  hardly  explain  the 
history  of  it  without  going  into  the  early  history. 

Q.  I  think  it  would  be  interesting  to  the  Committee,  and  save 
time,  if  you  will,  before  going  into  this  discussion,  which  is  a 
very  important  one  in  the  eyes  of  the  Committee,  I  know,  and 
gets  added  importance  from  the  so-called  Frick  Report,  if  you 
will  briefly  explain  what  the  dividend  system  has  been  in  the 
^Mutual  Life,  the  basis  for  dividends  and  the  nature  of  the  so- 
called  surplus.  A.  The  Mutual  Life  began  business  in  1843, 
being'  a  company  which  has  been  doing  business  the  longest  of 
any  company  in  this  country.  It  had  a  system  in  its  charter  by 
which  every  five  years  it  was  to  take  account  of  stock  and  divide 
the  profits  among  the  policyholders.  It  made  a  division  in  1848. 
By  the  way,  I  might  say,  that  it  would  have  been  executed  by  the 
sheriff  or  somebody,  if  the  present  laws  had  been  in  force  at  that 
time,  for  making  that  dividend;  there  was  not  any  surplus  accord- 
ing to  the  present  system;  but  it  made  a  division  of  profits  in  1848 
on  the  plan  of  paying  the  dividends  at  death;  each  policy  had  a 
certain  amount  credited  to  the  policy;  it  was  called  a  reversionary 
addition ;  it  was  called  an  addition  to  the  amount  insured ;  it 
was  called  a  dividend  addition,  or  it  was  called  simply  a  divi- 
dend ;  but  whatever  name  was  given  to  it^  it  was  a  dividend 
added  to  the  policy  and  payable  only  at  death.  That  is  the  system 
which  has  been  in  force  in  Great  Britain  from  the  year  one; 
it  is  a  system  which  was  in  force  in  this  country  at  the  time  of 
the  organization  of  the  Mutual  Life,  and  it  was  acted  upon  by 
the  Mutual  Life  for  a  good  many  years.    The  next  division  was 
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in  1853,  the  dividends  then  in  the  same  way  were  made  payable 
at  death.  The  cash  value  of  the  dividends  was  not  discussed, 
was  not  thought  of  as  a  matter  between  the  company  and  the 
policyholder ;  all  that  the  policyholder  knew  was  that  he  had  so 
much  added  to  his  policy  to  be  paid  to  his  family.  I  would  like 
to  say  that  this  early  system  of  the  Mutual  Life  is  the  one  to 
which  Mr.  McCurdy  undoubtedly  referred  in  his  testimony, 
though  the  language  which  he  used  was  a  little  ambiguous,  and 
has  been  considerably  misunderstood. 

The  following  division  was  made  in  1858,  five  years  again 
later,  and  likewise  was  made  only  in  insurance,  with  no  discus- 
si'on  of  cash  values  for  the  policyholders.  In  1863,  and  it  may 
possibly  have  been  earlier,  because  I  have  been  unable  to  trace 
the  facts.  Many  of  the  early  papers  and  printed  documents 
which^.  were  in  use  fifty  years  ago  were  destroyed  in  a  general 
burning  up  of  all  supposed  rubbish,  which  took  place,  some 
twenty  or  twenty-five  years  ago ;  but  it  is  possible  that  the  divi- 
dends of  1858  may  have  been  varied  by  the  companies  so  as  to 
allow  policyholders  a  certain  allowance  in  cash  in  case  they  sur- 
rendered their  additions,  or  some  part  of  their  additions  toward 
the  payment  of  premiums.  That  is  possible,  but  I  have  no 
recollection  of  having  seen  it.  The  dividend  of  1863  was  made 
by  Mr.  Homans,  who  had  become  actuary  of  the  company,  and 
he  introduced  a  plan  of  division,  which  was  devised  by  himself 
and  Mr.  Fackler,  his  assistant,  the  principal  idea  having  been 
proposed  to  him  by  Mr.  Fackler,  and  was  called  the  contribu- 
tion plan,  and  from  that  time  forward  my  impression  is  that  the 
policyholders  were  permitted  to  draw  upon  the  cash  value  of 
their  addition  insurance  in  order  to  assist  them  in  paying  their 
premiums,  in  case  they  demanded,  but  not  as  a  regular  thing  in 
the  way  of  telling  them  here  was  a  dividend  to  go  against  their 
premium ;  and  the  contribution  plan  was  adopted  then  by  prac- 
tically all  the  other  American  companies  one  after  another,  dur- 
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ing  the  next  few  jears.  The  company  and  one  or  two  other 
companies,  which  were  working  on  the  five  year  system  were  in 
great  warfare  at  that  time  with  the  Connecticut  Mutual  and 
some  other  companies  which  were  working  on  what  is  called  the 
note  system.  The  note  system  was  one  started  by  the  Connecti- 
cut Mutual,  I  think,  or  possibly  by  some  other  company,  but  I 
think  that  was  the  earliest,  by  which  the  policyholder  could  give 
a  note  for  fifty  per  cent,  of  his  first  premium,  and  then  the  next 
year  he  paid  seven  per  cent  interest  on  that  note  and  gave 
another  note  for  fifty  per  cent  of  the  second  premium,  so  that  it 
cost  him  fifty-three  and  one-half  per  cent  of  his  premium,  includ- 
ing the  interest  on  the  first  note  at  fifty  per  cent. 

Then,  the  next  year  he  gave  another  note  for  fifty  per  cent 
and  paid  interest  on  the  two  previous  notes ;  so  that  it  cost  him 
57  per  cent  on  the  one  hundred  dollars  of  the  premium.     Then 
the  fourth  year  he  gave  a  fourth  note  of  50  per  cent,  and  paid 
interest  on  the  three  previous  notes,  amounting  to  60  and  i/^ 
per   cent   altog'ether,    including   the   cash  part  of  the   premium. 
And  then  the  next  year  he  paid  interest  on  all  four  notes,  which 
brought  him  up  to  64  per  cent  of  the  premium,  and  after  that 
was  all  he  had  to  pay  instead  of  paying  the  premium  of  $100  a 
year — this  was  an  ordinary]  life  insurance,  you  understand,  in- 
stead of  paying  a  premium  of  a  hundred  dollars  a  year,  he  paid 
$64   a   year   annually,   and   after   the   fourth   year — ^because   the 
company  g'ave  him  back  then  his  first  note  and  called  it  a  dividend, 
he  gave  a  fifth  note  and  the  company  always  had  four  notes  in 
its   possession,   so  that  he   always   paid  interest   on   four  notes. 
The  next  year  the  company  gave  up  the  second  note  as  a  divi- 
dend, but  he  gave  another,  so  that  it  still  had  four  notes  in  its 
possession,   so  that  the  company  always  had   four  notes  in  its 
possession,  giving  up  the  earliest  note  and  keeping  the  new  one, 
and  always  charging  interest  on  four  notes ;  and  then,  when  the 
man  died,  the  company  handed  over  all  those  notes,  and  called 
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it  a  dividend,  so  that  he  got  his  full  insurance  in  cash,  his  family 
did.  And  the  result  was  that  these  note  companies  for  a  series 
of  years  were  able  for  a  cash  payment  of  $64  in  place  of  $100  to 
carry  a  practical  life  insurance  for  the  full  amount.  But  the 
thing  was  too  good  to  last;  it  was  like  the  assessment  or  the 
fraternal  business ;  the  reserve  liabilities  came  in  and  increased 
on  that — I  need  not  go  into  the  figures,  I  could  not  without  the 
figures  before  me,  but  you  can  take  my  word  for  it  that  they  could 
not  stand  it;  so  the  note  companies  began  to  give  up  giving  these 
notes  as  a  dividend,  and  they  marked  off  a  part  of  one  note  by 
way  of  dividend — they  reduced  the  dividends,  in  other  words. 

BY  MR.  McKEEN : 

Q.  Reduced  the  notes?  A.  Reduced  the  notes,  yes,  by  the 
dividends ;  instead  of  giving  the  whole  note  as  they  had  done, 
they  marked  off  part  of  it ;  in  other  words,  they  reduced  what 
they  called  the  dividends,  and  at  the  same  time  they  reduced 
the  notes;  but  they  did  not  give  them  back;  and  the  man 
therefore  had  to  pay  interest  on  more  than  four  notes  and  his 
premiums  and  interest  kept  mounting  up  on  him ;  then  they 
found  they  were  lapsing  their  policies  rapidly,  because  people 
do  not  like  to  increase  their  premiums  indefinitely,  and  by 
degrees  they  gave  up  the  business  Now,  here  is  what  I  am 
coming  to :  While  the  note  companies  were  doing  this,  their 
agents  were  pounding  away  at  the  agents  of  the  Mutual  Life 
and  other  companies  of  that  class,  which  took  the  premiums 
in  cash  and  saying,  "Why,  you  pay  your  whole  premiums,  in 
cash,  and  you  never  get  anything  until  you  die,  and  anyhow 
you  don't  get  it  until  after  five  years,  and  only  once  in  five 
years."  So  the  first  thing  they  did  in  the  Mutual  Life  to 
.  meet  this  clamor  was  to  reduce  the  period  of  taking  stock, 
making  a  division — making  the  division'  from  five  to  three 
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years,  and  after  the  dividend  of  1863  they  made  the  next  div- 
idend in  1866;  then  after  that  they  made  a  dividend  every 
year;  they  came  squarely  down  to  the  annual  basis,  so  that 
at  the  end  of  the  first  year  the  policyholder  got  a  respectable 
dividend  to  reduce  his  premium  if  he  wanted  to,  and  to  let 
it  stand  if  he  wanted  to — the  company  advised  them  to  let  it 
stand,  but  if  he  wanted  cash  value  he  could  do  it;  and  this 
was  done  in  competition  with  the  note  companies,  and  that 
is  the  reason  why  the  Mutual  Life,  which  was  organized  on 
the  English  system,  to  pay  dividends  at  death,  came  down  to 
what  is  known  as  the  annual-dividend  system,  while  the 
English  companies  never  had  done  so  because  the  companies 
never  had  to  meet  competition  of  the  note  system. 

Q.  In  your  history — when  you  come  to  a  place — I  think  it 
would  be  interesting  to  know  what  the  Mutual  system  of 
post-mortem  dividends  was  which  I  believe  led  to  a  break 
between  Mr.  Homans  and  Mr.  Winston — do  you  recollect 
what  that  was?  A.  Mr.  Homans  always  claimed  that  the 
dividend  at  the  end  of  the  policy  year,  in  which  the  man  dies — 
of  course,  there  is  a  distinction  between  policy  year  and  calen- 
dar year — that  the  dividend  which  would  come  at  the  end 
of  the  policy  on  which  he  died  ought,  according  to  Mr.  Homans' 
calculation,  be  paid  in  full ;  and  I  have  only  a  general  im- 
pression, because  I  was  not  in  the  company  at  the  time,  only 
by  hearsay,  and  I  have  heard  nothing  of  it  since  I  came  to 
the  company,  but  according  to  hearsay  at  the  time,  as  I  re- 
member it,  when  I  first  got  into  the  business  in  1868  Mr. 
Homans  was  very  sturdy  in  defence  of  paying  the  full  dividend 
at  the  end  of  the  year  in  which  the  man  died;  or  practically 
at  the  time  when  the  money  was  paid,  which  was  three  months 
after  his  death;  while  Mr.  Winston  objected  to  it;  but  at  any 
rate  the  compromise  was  reached  finally  by  which  the  com- 
pany has  acted  ever  since,  by  which   it  goes  on  to  ■  pay  the 
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post-mortem  dividend,  but  it  only  pays  a  fraction  of  the  an- 
nual dividend  corresponding  to  the  fraction  of  the  year  during 
which  the  man  lived  and  the  fraction  accruing  after  that  is 
not  paid  by  the  company. 

Q.  Now,  keep  right  on,  Mr.  McClintock,  and  explain  how 
the  Mutual  came  to  adopt  the  plan  of  paying  dividends  annu- 
ally instead  of  at  the  beginning,  every  five  years ;  will  you  go 
on  and  explain  the  adoption  of  the  deferred-dividend  system 
and  explain  wherein  that  differs  from  the  tontine  system, 
if  at  all?  A.  The  Mutual  Life  during  the  70's  was  exposed 
to  very  great  competition  with  the  Equitable  and  the 
New  York  Life.  The  competition  has  always  been  far  greater 
between  those  three  companies  than  between  one  of  them 
and  any  other  company.  The  other  two  companies  were 
working  on  the  tontine  plan,  and  in  1878,  I  think,  in  order 
to  make  the  Mutual  Life  business  more  active  an  offer  was 
made  by  the  company  to  all  new  policyholders  on  the  ordinary 
life  plan  and  a  corresponding  proportion  on  other  plans,  of 
thirty  per  cent,  rebate  the  first  year,  so  that  instead  of  paying 
$100  the  first  year  the  policyholder  was  only  to  pay  $70  the 
first  year,  and  after  that  would  go  on  paying  $100.  This  was 
an  open,  published  rebate  given  by  the  company  itself  to 
all  policyholders  without  distinction,  and  was  intended  as 
the  Mutual  Life's  answer  to  a  practice  which  had  troubled 
its  agents  very  much  on  the  part  of  some  other  companies — 
not  particularly  the  two.  companies  I  have  mentioned,  but 
companies  in  general,  of  agents  giving  away  part  of  their 
commissions  to  policyholders  and  there  was  so  much  com- 
plaint about  this  thing,  and  also  so  much  competition  with  the 
other  companies  on  their  tontine  plan,  so  that  they  were  get- 
ting most  of  the  business,  and  the  Mutual  Life  doing  a  com- 
paratively small  business,  that  this  system  was  introduced, 
but  it  created  a  great  hubbub,  and  there  was  a  great  deal  of 
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discussion  one  way  or  another  between  authorities  and  actu- 
aries and  lawyers  and  the  public  generally  as  to  whether  this 
was  right  or  not  on  the  part  of  the  Mutual  Life ;  so,  after  con- 
sideration of  the  board  of  trustees  that  system  of  a  rebate 
on  the  first  premium  was  discontinued.    But  in  February, 
1879,  the  company  began  to  issue  policies  at  a  greatly  reduced 
rate  of  premium — instead  of  $100  on  an  ordinary  life  policy 
the  policyholder  had  to  pay  only  $85— there  was  a  reduction 
of  fifteen  per  cent,  all  around  on  ordinary  life  business,  and  a 
somewhat  smaller  reduction  on  other  business,  and  that  sys- 
tem continued  for  more  than  five  years,  or  continued  ffotll 
February,  1879,  until  the  summer  of  1885.     And  I  think  some 
policies  were  issued  up  to  the  end  of  1885. 

Q.  Did  the  company  reduce  the  rates  of  previous  outstanding 
policies  ?  A.  It  offered  to  all  policyholders  the  privilege  of  reduc- 
ing the  rate,  but  it  announced  at  the  same  time  that  if  the  rate 
were  reduced  the  dividends  would  be  reduced  by  precisely  the 
same  amount.  The  result  was  that  very  few  people  availed  them- 
selves of  it. 

The  dividends  have  always  been  on  those  policies  which  were 
issued  prior  to  that  date — have  always  been  greater  than  the  re- 
duction, so  that  there  has  always  been  some  sort  of  a  dividend,  not 
very  large,  but  still  a  dividend,  on  the  reduced  rate  policies,  and 
on  the  other  policies  issued  then  and  earlier,  on  the  high  rates  the 
dividend  has  been  greater  than  the  reduced  rate  dividend — I  mean 
on  policies  issued  the  same  year  by  exactly  the  difference  of  the 
annual  premium  between  the  regular  rate  and  the  reduced  rate. 
,  Now,  here  is  a  curious  thing  I  would  like  to  mention.  The  pol- 
icies issued  during  those  five  years  of  the  reduced  rates  were  the 
most  favorable  policy  every  made  by  any  company  in  this  country 
on  the  participating  basis  to  any  policyholder.  The  number  of 
persons  who  took  those  policies — ^the  business  was  not  very  much 
compared  with  other  business  at  that  time — ^the  number  of  per- 
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sons  who  took  those  policies  was  comparatively  small  as  compared 
with  the  number  insured  before  and  since ;  and,  of  course,  twenty 
years  have  passed  by  since  that  plan  was  discontinued,  but  here  is 
the  fact  that  there  have  been  more  complaints  made  to  the  company 
about  dividends  from  those  policyholders  who  had  their  fifteen  per 
cent,  guaranteed  to  them  as  dividends  in  advance,  which  the  com- 
pany could  not  back  out  of,  and  something  more  beside,  than  from 
all  the  other  policyholders  put  together  twice  over,  just  because 
instead  of  getting  what  they  wanted — they  wanted  to  get  a  divi- 
dend fifteen,  twenty  or  twenty-five  per  cent.,  and  instead  of  that 
they  got  sixteen,  seventeen,  eighteen  or  twenty  per  cent. — in  other 
words  they  got  fifteen  per  cent,  less  than  they  thought  they  ought 
to  get ;  they  thought  they  ought  to  get  the  same  percentage  of  divi- 
dends on  the  reduced  rates  that  other  people  were  getting  on  the 
high  rates,  whereas  actually  they  got  merely  the  difference  in  the 
premium,  and  they  considered  that  a  great  hardship,  and  here  is 
an  illustration:  A  policy  was  brought  forward  the  other  day  in 
this  room,  or  the  other  room,  and  presented  to  Mr.  McCurdy  on 
the  life  of  a  Mr.  Clark  in  this  city,  a  lawyer,  and  that  was  issued 
on  the  reduced  rates  and  the  dividends  on  those  policies  have  been 
small  all  the  way  through,  and  if  the  full  rate  of  premium  had 
been  stipulated  in  the  policy  that  had  been  paid  by  the  insured,  the 
dividends  would  have  been  increased  by  just  the  amount  of  the 
difference  in  premium. 

There  are  two  other  points  connected  with  that  policy  which 
need  not  go  into  now,  but  I  mention  the  fact  that  the  policyholder 
held  that  reduced  rate  policy,  and  I  mention  it  as  an  illustration 
of  what  I  say,  that  the  holders  of  those  policies  have  been  the  most 
dissatisfied  of  any  this  company  have  ever  had. 

BY  MR.  COX: 

Q.  The  decreasing  dividend — was  not  that  the  point  of  the  in- 
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troduction  of  that  particular  policy,  to  show  how  much  the  divi- 
dend had  been  decreasing  during  the  term  of  years?  A.  That 
was  one  policy  among  a  lot  of  others  on  which  there  was  a  de- 
crease; there  was  a  corresponding  decrease  in  that  policy  but 
it  showed  worse  in  that  case,  very  much  worse,  because  of  the 
reduced  premiums  concerning  which  nothing  was  said,  and  this 
particular  policyholder,  if  you  recollect,  took  more  pains  to 
fortify  his  position  by  producing  sixteen  other  policies  to  com- 
pare it  with,  than  all  the  rest  of  the  complainants  put  together, 
but  he  was  the  only  one  that  had  a  reduced  policy. 

BY  THE  CHAIRMAN : 

Q.  Is  it  common  to  your  policies  that  they  all  decrease  in  divi- 
dends as  they  grow  older  in  the  company  ?  A.  It  has  been  the  case 
with  every  company  in  the  country  that  the  dividends  on  policies 
have  at  times  been  reduced. 

Q.  No,  that  they  are  progressively  reduced  as  the  policy  grows 
older.  A.  The  fact  with  our  company  is  not  exactly  in  accord- 
ance with  your  statement ;  there  is  no  such  progression. 

O.  Is  that  common  to  your  policies  in  the  Mutual  Life  that 
dividends  do  progressively  decrease  as  the  policy  grows  older?  A. 
It  is  not  common  to  the  polices  of  the  Mutual  Life.  All  of  the 
policies  produced  the  other  day  by  Mr.  Hughes  which  complained 
of  decreasing  dividends  were  of  one  particular  class. 

Q.  No,  but  they  decrease  progressively  as  the  policy  grows 
older  ?  A.  The  particular  class  which  was  produced  were  policies 
on  which  all  the  premiums  have  ceased,  and  those  policies  have 
nothing  remaining  from  which  the  company  can  get  anything  in 
the  way  of  surplus,  excepting  the  reserve  which  it  carries  on  the 
paid-up  policy.  I  don't  know  whether  that  particular  point  was 
intended  to  be  raised  at  this  moment  or  not. 
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BY  MR.  COX: 

Q.  Then,  why  should  the  decrease  be  greater  than  the  earn- 
ing power  of  the  reserve  which  is  in  your  hands?  A.  I  can 
explain  that  in  a  few  words  if  Mr.  McKeen  will  pardon  me. 

MR.  McKEEN:  I  was  only  going  to  say  that  we  were 
coming  to  that  later  in  connection  with  quite  a  number  of 
other  policies,  but  as  it  has  been  brought  up  now  I  would  be 
pleased  to  hear  you. 

THE  CHAIRMAN:  We  have  no  preference;  economize 
the  time  by  adopting  your  own  plan. 

MR.  McKEEN :  No,  as  he  has  begun  to  explain  it  let  him 
proceed.  I  do  not  suppose  that  it  will  throw  any  light  to 
read  the  letters,  as  they  have  been  read,  substantially  all  the 
letters  received  by  the  company  from  complainants  indicating 
a  steady  diminution  of  dividends  on, each  year. 

THE  WITNESS :  The  policies  in  question  that  were  pro- 
duced here  are  all  paid  up  policies  on  which  premiums  have 
ceased.  The  reserve  gradually  increases  on  those  policies, 
there  is  no  source  from  which  those  policies  can  give  a  little 
contribution  towards  the  running  expenses  of  the  company, 
excepting  such  little  profit  as  iflay  be  on  the  cost  of  insurance, 
as  it  is  called,  the  saving  on  mortality,  mortality  not  being  so 
great  as  expected — the  difference  between  whatever  is  saved 
on  an  individual  in  the  cost  of  his  insurance  and  the  amount 
which  ought  to  be  charged  to  him  according  to  the  table  is 
in  our  company  assessed  as  an  expense  against  the  policy; 
in  other  words,  neither  on  those  policies  nor  on  other  policies 
is  a  separate  calculation  made  for  dividend  purposes,  but  the 
profit  on  mortality 

BY  THE  CHAIRMAN : 

Q.  The  policy  in  your  company  which  is  paid  up  has  al- 
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ready  paid  into  the  company  its  full  percentage  of  loading,  and 
so  contributed  fully  to  the  expenses  of  the  company,  as  if  it 
had  been  an  ordinary  life  policy  with  annual  premiums  pay- 
able to  death,  is  it  not?  A.  You  are  right,  sir,  all  except  this 
element  of  mortality  which  on  earning  policies  is  charged  up 
as  an  expense,  whether  they  continue  or  whether  they  are 
paid  up  in  ten  years,  or  during  life. 

Q.  Say,  for  instance,  a  twenty-payment,  life  policy  which 
matured  has  already  fully  contributed  to  your  company  all 
its  quota  for  expenses?  A.  Excuse  me,  sir,  all  except  the 
element  I  speak  of  arising  from  profit  on  mortality. 

Q.  Well,  that  is  not  an  expense  to  the  policy,  the  profit  on 
mortality?  A.  It  is  applied  by  the  company  theoretically 
towards  the  carrying  on  of  its  expenses. 

Q.  Actually  it  is  a  profit  either  by  mortality  or  as  an  earn- 
ing of  the  company,  isn't  it?  A.  It  is  an  earning  of  the  com- 
pany as  applied  towards  expenses. 

Q.  So  it  cannot  be  charged  against  a  matured  policy?  A. 
We  do  not  charge  it;  we  charge  the  table  of  cost  of  mortality. 

Q.  Whether  you  charge  against  the  matured  policy  which 
decreases  the  dividends  which  naturally  would  go  to  that 
policy?  A.  What  we  charge  against  every  policy  is  the  table 
cost  of  mortality,  but  that  would  not  tend  to  increase  or  de- 
crease the  dividend  in  any  way. 

Q.  The  table  cost  of  mortality?  A.  Yes,  the  table  cost  of 
insurance. 

Q.  You  mean  table  cost  as  compared  with  the  actual  re- 
sults? A  No,  the  table  cost  of  insurance  whatever  it  is, 
whatever  the  table  charges  in  a  policy  of  insurance  were 
charged  against  the  policyholder. 

Q.  How  does  that  operate  on  a  matured  policy  to  affect  it 
one  way  or  the  other?  A.  It  does  not  affect  it  one  way  or  the 
other,  excepting = 
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Q.  You  say  that  affects  the  matured  policy?  A.  Except- 
ing as  regards — it  prevents  any  surplus  coming  on  a  paid-up 
policy.  The  surplus  on  a  paid-up  policy  comes  from  the  in- 
terest above  4  per  cent,  which  is  earned  by  the  company  to 
make  up  the  reserve. 

MR.  McKEEN:  May  I  put  in  a  question  there?  I  was 
about  coming  to  that? 

THE  CHAIRMAN :  Just  a  minute,  I  want  one  more  ques- 
tion :  So  that  the  dividends  paid  upon  a  matured  policy  in 
your  company  means  the  earnings  of  the  company  upon  the 
reserve  credited  to  that  policy  above  4  per  cent,  which  it 
calculates  for  reserve?    A.  With  that  exception. 

BY  MR.  McKEEN : 

Q.  It  would  seem  that  where  the  policies  on  a  company  have 
been  commuted,  either  commuted  into  a  single  net  premium 
for  the  entire  period  of  the  policy  or  whether  in  installments, 
there  should  be  something  in  the  nature  of  a  sinking  fund 
established  so  that  that  policy  would  have  a  uniform  dividend 
getting  power  throughout.  As  I  understand  you,  the  prac- 
tice of  the  company  is  during  the  time  that  people  are  paying 
premiums  to  give  them  larger  dividends  predicated  upon  the 
fact  that  the  premiums  they  are  paying  are  larger  than  would 
be  the  premiums  on  an  all-life  policy,  why  don't  you  average 
the  result  throughout  so  as,  as  Senator  Armstrong  said,  a 
policy  that  is  paid  up  should  be  precisely  on  an  equality  with 
policies  that  are  still  subject  to  the  payment  of  premiums? 
A.  That  question  of  holding  a  special  reserve  for  expenses  on 
paid-up  policies,  surplus  of  the  prior  years  during  which  they 
were  paying  premiums,  has  occasionally  been  discussed  by 
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actuaries.  There  is  a  good  deal  to  be  said  for  it,  but  it  is 
a  very  uncommon  practice. 

Q.  What  do  you  do  in  the  case  of  a  single  "premium  about 
paying  dividends?  A.  The  loading,  less  the  charge  for  expenses 
is  returned  annually  in  the  dividend  of  the  next  year. 

Q.  It  is  like  using  the  commuted  dues  of  a  membership  cor- 
poration as  income,  isn't  it?    A.  Yes,  sir. 

Q.  Technically,  theoretically,  economically,  there  should  be 
a  sinking  fund,  should  there  not,  in  these  cases?  A.  Accord- 
ing to  theory— I  mean  according  to  correct  theory,  I  think  it 
would  be  well  if  the  companies  generally  required  that  kind 
of  a  special  reserve,  and  even  if  the  Commissioners  were  to 
require  it  according  to  law,  but  as  a  matter  of  fact  it  has  never 
been  required  by  the  Commissioners  as  part  of  the  regular 
reserve,  and  it  has  never  been  publicly  discussed  even,  so  uni- 
versally is  the  practice  against  it;  it  has  never  been  publicly 
discussed  to  my  recollection,  the  idea  of  holding  a  special 
reserve  against  the  expenses  on  paid  up  policies — and  I 
think  perhaps  the  reason  why  that  does  not  appear  to  be 
of  much  consequence  is  this — first  that  the  amount  of  busi- 
ness done  by  single  premiums  and  even  paid  up  policies  on 
ten  premiums  is  very  small  in  proportion  to  the  entire 
business  of  the  company,  so  that  it  is  one  of  the  small  affairs 
which  you  don't  need  to  trouble  about;  and  secondly,  that  those 
policies  have  already  contributed,  as  the  chairman  said,  heavily 
towards  the  expenses  out  of  their  loadings,  the  remainder  of  the 
loadings  have  been  returned  in  the  dividends,  so  that  a  compara- 
tively small  charge  after  the  termination  of  the  premium  paying 
period  is,  as  far  as  they  are  concerned,  only  equitable,  and  in  our 
company  that  charge  consists  only  in  the  saving  that  there  is 
on  the  mortality,  and  I  may  remark  here,  as  a  matter  of  fact, 
that  our  paid  up  business,  and,  as  far  as  I  know,  the  paid  up 
business    of  other  companies,   shows    a   pretty   high  mortality. 
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That  is  an  interesting'  matter — just  happens  so;  I  was  going  to 
say  in  regard  to  the  rate  of  interest  before  we  stop,  the  rate 
of  interest  which  the  company  has  been  able  to  employ  in  its 
dividend  calculation  has  been  also  a  matter  of  pride  in  the 
Mutual  Life,  and  it  remains  a  matter  of  pride  notwithstanding 
that  it  has  been  as  the  chairman  has  said  progressively  dimin- 
ishing for  a  good  many  years.  Thirty  years  ago  it  was  6^/^,  per 
cent  which  the  company  distributed  to  its  policyholders  in  divi- 
dends, that  is  to  say  the  surplus  above  four  per  cent,  which 
made  two  and  a  half  per  cent  on  the  reserve.  Twenty  years  ago 
it  was  six  per  cent,  I  am  not  certain  whether  it  is  twenty  or 
tWienty-five  years  ago ;  I  was  looking  at  it  a  few  days  ago,  but  it 
has  been  practically  progressively  diminishing  not  every  year 
but  every  few  years  there  would  be  a  reduction,  so  that  it  was 
reduced  to  six  per  cent;  it  was  reduced  finally  to  five  per  cent 
before  I  became  connected  with  the  company  in  1890,  and  it 
remained  at  5  per  cent  for  a  few  years  afterwards,  then  it  was 
reduced  to  4%  per  cent,  then  it  was  reduced  to  4  3-10  per  cent; 
it  was  at  4  3-10  per  cent  up  to  the  end  of  1903.  Now,  what  does 
that  mean?  It  means  that  the  Mutual  Life  has  been  giving  to 
its  policyholders  in  credit  from  the  time  the  premium  is  due, 
not  when  it  is  paid,  but  from  the  time  the  premium  is  due  to 
the  end  of  the  policy  year  when  the  next  premium  is  due, 
and  on  every  premium  from  the  time  it  is  due  until  the  next 
premium  is  due;  so  it  loses  interest;  the  company  has  given 
credit  to  those  policyholders,  after  paying  the  cost  of  looking 
after  investments  has  given  credit  to  those  policyholders  for 
these  various  percentages  and  these  it  has  given  credit  at  the 
rate  of  4  i-io  per  cent,  or  given  them  a  credit  greater  than  any 
savings  bank,  and  that  is  because  we  only  make  one-tenth  of  one 
per  cent  in  1904  and  1905  when  we  made  three-tenths  of  one 
per  cent  in  1903,  the  profit  over  four  per  cent  of  the  reserve,  and 
that  gives  a  profit  reduced  to  a  very  small  quantity.    These  paid 

2276 


Testimony  of  Emory  McClintoc'k 

up  policies  are  not  profitable  policies ;  the  profit  is  of  the  very 
smallest  in  this  way  I  have  stated  it,  nevertheless  it  results  rather 
ludicrously  from  a  policyholder's  point  of  view.  He  is  getting, 
dividends  for  a  great  many  years  and  seeing  them  dwindle,  and 
thinking  he  is  to  get  nothing  by  and  by.  The  interest  decreases 
in  every  company,  nevertheless,  he  does  not  like  it,  and  cannot 
be  expected  to  like  it,  and  he  finds  that  whereas — suppose  there 
is  a  ten  thousand  dollar  policy,  with  a  six  thousand  dollar  reserve 
on  it,  one-tenth  of  one  per  cent  on  that  is  six  dollars,  and  that  is 
the  dividend  on  a  ten  thousand  policy  perhaps  of  that  character. 
The  year  before,  1904,  it  was  nearly  eighteen  dollars,  because 
the  reserve  was  almost  six  thousand  dollars  at  that  time,  and  we 
were  getting  three-tenths  of  one  per  cent  instead  of  one-tenth. 
It  all  of  a  sudden  dropped  from  eighteen  dollars  to  six  dollars, 
and  it  looks  as  if  the  bottom  is  dropping  out,  and  yet  it  merely 
is  the  expression  of  fact  we  are  paying  more  to  that  man  than 
any  savings  bank  is  giving  to  its  policyholders. 

BY  MR.  COX : 

Q.  If  it  dropped  below  four  per  cent  would  he  owe  you  some- 
thing?   A.  We  cannot  get  it  out  of  him.    The  law  will  not  let  us. 

Recess  until  2.15  P.  M. 
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MR.  McKEEN :  Mr.  Chairman,  we  feel  impelled  to  excuse 
Mr.  McClintock,  owing"  to  an  indisposition  which  made  it  unwise 
for  him  to  proceed.  His  examination  will  be  continued  to-morrow 
morning,  and  the  other  witnesses  who^  are  expected  will  be  here 
in  a  moment.  While  waiting  for  the  other  witnesses  I  will  read 
upon  the  rocord  a  statement  furnished  by  the  Mutual  Life  in 
response  to  the  request  of  counsel  setting  forth  the  expenses  of 
gaining  new  business.  We  requested  a  statement  going"  into  very 
much  greater  detail  than  in  the  published  annual  statement.  It 
was  to  have  been  put  in  evidence  in  connection  with  Mr.  McClin- 
tock's  testimony,  but  I  may  as  well  read  it  now : 

These  are  the  items  for  the  years  1903  and  1904. 

Aggregate  loading  of  first  year's  premiums  collected  during 
the  year  in  excess  of  net  premiums  by  valuation  standards  for 
1903  $2,100,300. 

For  1904  $2,140,700. 

Expected  mortality  upon  net  amount  at  risk,  that  is  less  reserve 
within  the  first  year  of  insurance,  $1,951,800. 

For  1903  and  for  1904,  $2,064,300. 

Commissions  upon  premiums  for  the  first  year  of  insurance 
and  upon  single  premiums  and  annuities,  including  bonuses 
to  agents  for  1903,  $6,421,362.22. 

For  1904,  $6,691,016.56. 

Advances  to  agents,  increase  in  debit  balances  for  1903, 
$142,806.48. 

For  1904,  $299,823.99. 

Salaries,  expenses  and  traveling  expenses  department  for 
1903,  $69,275.70. 
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For  1904,  $88,138.26. 

Advertising-,  1903,  $333,081.21. 

For  1904,  $329,727.02. 

Cost  of  literature  and  circulation  of  same,  estimated,  for 
1903,  $325,000. 

For  1904,  $358,000. 

Salaries  and  fees  for  medical  examiners  and  salaries  and 
expenses  of  medical  department  for  1903,  $573,337-Oi. 

For  1904,  $674,675.68. 

Inspections  for  1903,  $215,574.85. 

For  1904,  $171,184.56. 

Rents  of  branch  and  agency  offices  for  1903,  $269,814.72. 

For  1904,  $307,032.47. 

Furniture,  branch  and  agency  offices  for  1903,  $49,625.22. 

For  1904,  $67,188.28. 

Traveling  expenses,  branch  and  agency  offices  for  1903, 
$178,453.44. 

For   1904,  $196,194.70. 

Managers'  salaries,  branch  and  agency  offices,  for  1903, 
$240,259.85. 

For  1904,  $360,933.99. 

Clerks'  salaries,  branch  and  agency  offices,  for  1903, 
$513,179.61.  ,      . 

For  1904,  $588,405.65.  i 

All  other  branch  and  agency  expenses  for  1903,  $695,678.30. 

For  1904,  $864,812.59. 

Taxes  upon  new  premiums,  fees  and  licenses,  estimated,  for 
1903,  $134,000. 

For  1904,  $150,000. 

Net  total  losses  incurred,  that  is,  less  reserve  releases  upon 
policies  which  had  not  completed  their  first  year,  for  1903, 
$1,022,711. 

For  1904,  $1,234,349. 
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In  response  to  the  request  for  this  information  the  com- 
pany wish  it  noted  that  in  giving  this  information  it  would 
be  erroneous  to  charge  all  the  advertising,  rent,  furniture  and 
salary  expenses  to  new  business,  to  estimate  the  net  cost  of 
new  business  some  equitable  apportionment  should  be  made. 
For  example,  a  large  part  of  the  salary  items  and  rents  at  the 
branch  offices  is  incurred  for  the  collection  of  renewal  pre- 
miums and  care  of  old  business  and  is  not  chargeable  to  new 
business. 

CHARLES  J.  SMITH,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Where  do  you  reside?    A.  New  York  City. 

Q.  What  is  your  occupation?  A.  I  am  a  newspaper  man. 
My  chief  business  at  the  present  time  is  to  endeavor  to  coun- 
teract the  injury  that  is  being  done  to  life  insurance  and  the 
policyholder. 

Q.  How  much  are  you  paid  for  that  by  the  Mutual  Life? 
A.  $8,000  a  year,  and  _I  am  convinced  it  ought  to  have  been 
more  for  some  time. 

Q.  How  long  has  your  salary  been  $8,000  a  year?  A. 
Eighteen  years. 

Q.  Have  you  any  further  income  from  the  Mutual  Life  in 
any  way?    A.  No,  no  further. 

Q.  Are  you  connected  with  the  Telegraphic  News  Bureau? 
A.  No,  sir. 

Q.  Do  you  know  Mr.  Allen  Foreman?    A.  Yes,  sir. 

Q.  Are  you  interested  with  him  in  the  Telegraphic  News 
Bureau?    A.  Only  so  far  as  sending  news  through  him. 
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Q.  Well,  in  what  way  do  you  send  news  through  him  ?  A.  I 
send  it  to  him. 

Q.  Well,  have  you  any  business  arrangements  with  him  by 
which  you  receive  any  money  for  that  service?    A.  No,  sir. 

Q.  Or  share  in  the  profits  of  the  Bureau?  A,  I  loaned  him 
some  money. 

Q.  Is  that  a  corporation?  A.  No,  sir,  solely  owned  by  Mr. 
Foreman. 

Q.  Describe  what  you  have  done,  Mr.  Smith,  in  this  effort 
to  counteract  injurious  impressions  upon  the  part  of  the  press. 
A.  Take  the  case  of  Mr.  Cromwell,  here  is  a  despatch  says, 
"Millions  kept  in  one  bank.  Mutual  Life  has  huge  sum  of 
money  in  the  institution  whose  stock  it  owns.  Tremendous 
excitement  over  the  amount  of  money  that  is  put  into  the 
subsidiary  companies."  But  in  that  testimony,  which  is  from 
the  New  York  Times,  Mr.  Cromwell  stated  on  that  occasion 
that  the  Mutual  had  in  fourteen  years  made  sixteen  million 
dollars  for  its  policyholders  by  those  operations  and  by  those 
investments.  Now,  nothing  of  that  kind  was  stated  in  the 
despatches,  so  I  sent  the  next  day  this  despatch. 

(Handing  paper.) 

Q.  You  hand  me  a  despatch  which  is  headed,  "Special  to 
the  Morning  News."  This  being  the  Wilmington,  Delaware, 
News.    This  was  sent  as  a  news  despatch?    A.  Yes,  sir. 

Q.  Who  sent  it?    A.  Mr.  Foreman. 

Q.  That  is  the  Telegraphic  News  Bureau?    A.  Yes,  sir. 

Q.  You  supplied  it  to  the  Telegraphic  News  Bureau?  A. 
Yes,  sir. 

Q.  On  behalf  of  the  Mutual  Life?    A.  Yes,  sir. 

Q.  What  do  you  pay  Mr.  Foreman?    A.  One  dollar  a  line. 
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Q.  And  did  you  pay  Mr.  Foreman  a  dollar  a  line  for  each 
insertion?    A.  It  was  only  inserted  once. 

Q.  Well,  I  mean  the  thing  was  inserted  in  a  number  of 
papers?    A.  A   number   of   papers,   yes. 

Q.  How  many  papers  did  you  send  that  to  through  Mr. 
Foreman?    A.  I  think  one  hundred. 

Q.  In  dififerent  parts  of  the  country?  A.  In  dififerent  parts 
of  the  country. 

Q.  What  was  the  total  expense  of  that?  A.  The  total  ex- 
pense was  between  five  thousand  and  six  thousand  dollars. 

Q.  Have  you  further  illustrations  that  you  desire  to  give? 
A.  I  have  not  any  that  I  desire,  unless  you  want  me  to  give 
them. 

Q.  Well,  anything  that  you  think  will  be  necessary  to  make 
a  full  and  adequate  statement?  A.  Well,  I  have  other  de- 
spatches, if  you  would  like  to  see  them.  I  think  this  an 
'excellent  method  of  counteracting  it. 

MR.  HUGHES :  I  will  read  the  despatch  to  the  Wilming- 
ton News  oh  the  record. 

(Paper  marked  Exhibit  286.) 

MR.  HUGHES  (reading) :  "Mutual  Profits.  Immense 
resources  now  held  for  the  benefit  of  the  policyholders." 

THE  WITNESS :     The  heading  is  not  mine. 

MR.  HUGHES:,    The  heading  is  not  yours? 

THE  WITNESS:     No. 

Q.  Who  supplies  the  heading?    A.  The  editor. 
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MR.  HUGHES  (reading) :  "Special  to  the  Morning  News. 
New  York,  September  14th.  Mr.  Frederick  Cromwell,  the 
treasurer  of  the  Mutual  Life  Insurance  Company  of  New 
York,  in  the  course  of  his  testimony  before  the  State's  Com- 
mittee of  Investigation  yesterday  announced  that  the  profits 
derived  by  the  policyholders  of  the  Mutual  Life  and  obtained 
through  transactions  arranged  by  the  subsidiary  trust  com- 
panies amounted  to  date  to  $16,000,000.  The  entire  profit 
realized  from  all  sources  from  the  organization  of  the  company 
to  date  and  now  held  for  the  benefit  of  policyholders  exceed 
ninety-four  million  dollars." 

THE  WITNESS  :     Don't  you  think  that  is  a  good  thing? 

Q.  Did  not  you  send  out  anything  more?  A.  On  that,  no, 
sir. 

Q.  Was  it  your  purpose  to  give  a  full  account  of  Mr.  Crom- 
well's testimony  or  only  such  matters  that  you  thought  proper 
to  counteract  the  injurious  impression?  A.  It  was  my  pur- 
pose to  send  out  those  portions  that  the  Associated  Press 
neglected  to  send  out. 

O.  Was  that  the  case  in  all  the  despatches  that  you  sent 
out?     A.  I- think  so. 

Q.  How  many  times  did  you  send  out  despatches  during  the 
course  of  this  investigation?    A.  Five  or  six  times. 

Q.  To  how  many  papers  as  a  rule  do  you  send  them?  A. 
Oh,  from  twenty-five,  fifteen,  twenty-five,  fifty,  something 
like  that,  or  one  hundred,  perhaps,  seventy-five,  according  to 
what  I  considered  the  merit  of  the  despatch. 

BY  MR.  COX: 

Q.  You  directed  which  papers  it  was  to  be  placed  in  ?     A.  I 
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generally  leave  that  to  Mr.  Foreman.     The  very  best  papers 
we  can  get,  of  course  this  has  to  be  very  carefully  done. 

BY  MR.  HUGHES: 

Q.  What  do  you  mean  by  this,  that  it  has  to  be  very  care- 
fully done?  A.  Because  we  do  not  wish  to  give  anything  to 
a  newspaper  which  we  think  could  not  and  ought  not  worthily 
publish. 

Q.  Do  all  the  newspapers  to  which  you  send  this  publish  it? 
A.  Yes,  sir. 

Q.  I  show  you  a  despatch.  Did  you  send  that  out  for  the 
Mutual  Life?    A.  I  did. 

MR.  HUGHES :     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  287.) 

MR.  HUGHES :  This  is  from  the  St.  Paul  Pioneer  Press. 
It  is  headed,  "Calls  it  an  Inquisition.  President  McCurdy 
of  the  Mutual  Life  makes  protests.  New  York  special,  Octo- 
ber i8th. 

"The  examination  of  Richard  A.  McCurdy,  President  of  the 
Mutual  Life  Insurance  Company,  was  resumed  yesterday  and 
proved  of  great  interest.  He  called  attention  to  the  fact  that 
the  investigation  had  drifted  into  an  inquisition,  vague  in  its 
character  and  dealing  with  no  issues.  Witnesses  were  called 
without  notice  being  given  of  what  information  was  required, 
and  the  inquisitor  at  once  began  to  impeach  their  testimony. 
Instead  of  information  being  sought  on  which  to  base  remedial 
legislation,  witnesses  were  put  upon  the  rack,  as  the  news- 
papers have  it.     Mr.  Hughes  admitted  it  was  an  inquisition. 
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Mr.  McCurdy  said  that  nearly  all  complaints  that  are  made 
could  be  successfully  controverted  or  explained,  if  witnesses 
were  given  a  chance.  His  testimony  showed  that  company 
had  made  a  great  saving  in  expenses  of  the  Agency  Depart- 
ment and  in  matter  of  legal  expenses,  although  he  said  legisla- 
tion needed  watching,  and  the  officer  who  neglected  this  duty 
would  be  culpable.  His  testimony  yesterday  made  a  dis- 
tinctly favorable  impression." 

(Laughter.) 

Q.  Did  you  consult  with  any  officer  of  the  Mutual  Life  be- 
fore sending  that  out?    A.  I  do  not  think  I  did. 

Q.  Did  you  show  it  to  Mr.  McCurdy?    A.  No. 

Q.  Did  you  show  it  to  anybody  else?  A.  I  did  not  show 
that  to  anybody. 

Q.  How  much  was  paid  for  the  insertion  of  that  in  the  St. 
Paul  Pioneer  Press?    A.  I  don't  know. 

Q.  How  much  was  paid  to  the  Telegraphic  News  Bureau? 
A.  I  don't  know.     The  bill  has  not  come  in  yet. 

Q.  That  same  despatch  was  sent  to  the  Boston  Herald 
(handing  paper),  was  it  not?    A.  I  suppose  so. 

Q.  Well,  you  see  it  there  ?    A.  Yes,  sir. 

Q.  And  to  the  Toledo  Blade?    A.  I  suppose  so,  if  it  is  in. 

Q.  (Handing  paper.)  And  to  the  Buffalo  Courier?  A. 
(No  reply.) 

Q.  You  see  it  there?    A.  Oh,  wherever 

Q.  And  to  the  Florida  Times  Union?  A.  Wherever  you 
find  it  it  is  in. 

Q.  And  to  the  Atlanta  Constitution?    A.  Yes. 

Q.  And  in  each  case  the  insertion  was  paid  for,  was  it  not? 
A.  Yes,  or  will  be. 
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Q.  And  the  insertion  was  paid  for  at  one  dollar  a  line?  A.  I 
believe  so. 

Q.  Have  you  any  idea  as  to  the  number  of  papers  to  which 
you  sent  that  statement?    A.  I  think  twenty-five. 

MR.  COX :     How  many  lines  are  there  of  that  ad.  ? 

MR.  HUGHES :  I  find  there  are  twenty-eight  lines  of  the 
printed  matter,  exclusive  of  the  heading,  as  printed  in  the  St. 
Paul  Pioneer  Press,  and  I  suppose  it  will  run  about  the  same. 

THE  CHAIRMAN :  Will  you  inquire  whether  or  not  they 
pay  for  position  on  the  page,  or  what  their  instructions  are. 

Q.  Your  payment  is  made  in  each  case  for  the  insertion 
of  this  as  a  news  item.     A.  It  is  sent  as  reading  matter,  yes. 

Q.  What  do  you  mean  by  having  it  sent  as  reading  matter? 
A.  To  have  it  go  in  as  reading  matter. 

Q.  I  suppose  everything  in  a  newspaper  is  reading  matter 
in  one  sense,  but  there  is  a  technical  sense  in  which  certain 
things  are  reading  matter.  You  mean  by  that  that  it  is  not 
disclosed  that  the  Mutual  Life  is  paying  for  it  as  advertise- 
ment? A.  I  do  not  mean-  that.  I  mean  it  to  go  in  as  reading 
matter. 

Q.  What  is  the  technical  meaning  in  newspaper  advertis- 
ing'circles  of  the  insertion  of  matter  as  reading  matter?  A. 
Matter  that  people  are  likely  to  read. 

Q.  Without  knowing  they  are  reading  an  advertisement? 
A.  I  don't  know.  That  is  a  question  upon  the  intelligence 
of  the  reader. 

Q.  What  is  it  so  far  as  your  intelligence  is  concerned?  A. 
What  reading  matter? 
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Q.  No,  what  do  you  understand  by  it?  A.  I  understand 
that  it  is  matter  that  I  would  Hke  to  read. 

Q.  That  it  is  matter  that  should  go  in  the  regular  news 
column  as  though  it  were  acquired  in  an  impartial  way  by 
those  who  were  furnishing  news  to  the  paper?  A.  I  say  that 
the  matter  I  furnish  is  the  truth,  and  I  send  it  without  any 
feeling  that  the  paper  is  doing  an  injustice  to  its  readers  by 
publishing.  I  should  not  expect  them  to  publish  matter  about 
Pear's  Soap  or  somebody's  tooth  powder,  but  I  send  matter 
that  anybody,  and  our  policyholders  particularly,  ought  to 
be  pleased  to  read.  I  think  now  in  the  case  of  that  money 
that  the  company  has  made  sixteen  millions  of  dollars  for 
its  policyholders,  I  said  that  is  a  good  thing  for  them  to  know. 
It  is  important  for  us  at  this  time  to  let  our  policyholders 
know  what  the  company  has  accomplished  for  them. 

Q.  And  also  that  they  should  know  that  Mr.  McCurdy's 
testimony  made  a  distinctly  favorable  impression?  A.  It 
made  a  favorable  impression  upon  me. 

Q.  Did  you  take  counsel  with  anyone  else  before  you  stated 
that  and  paid  the  company's  money  for  that  ?  A.  Oh,  it  would 
not  cost  them  much  for  that  line. 

Q.  Well,  it  happens  tp  be  a  couple  of  lines?  A.  Well,  it  is 
worth  $2,  I  should  think. 

Q.  To  the  company?     A.  Yes. 

BY  MR.   ROGERS: 

Q.  You  understand  that  each  newspaper  that  publishes  it 
gets  a  dollar  a  line  ?  A.  I  don't  know  what  they  get.  We  pay 
a  dollar  a  line. 

Q.  You  pay  a  dollar  a  line?    A.  There  are  some  newspapers 
that  charge  $5  and  some  $1.50  and  some  $2,  but  the  average^ 
is 
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Q.  But  the  point  I  want  to  get  at  is  this,  if  this  news  bureau 
causes  that  to  be  pubHshed  in  25  different  newspapers,  you 
pay  $25  a  Hne  for  the  aggregate  amount  ?    A.  Yes. 

BY  MR.  HUGHES: 

Q.  I  find  in  the  Mutual  Life's  blotter  for  October  25,  1905, 
the  entry  "Telegraphic  news  bureau,  $3,945."  Was  that  pay- 
ment made  through  you?    A.  No,  I  make  no  payments. 

Q.  What?    A.  I  order  no  payments. 

Q.  Well,  is  that  payment  made  for  matter  supplied  by  you 
to  the  Telegraphic  News  Bureau?    A.  I  presume  it  is. 

Q.  For  what  period  is  that  payment?  A.  Why,  for  that 
time  that  that  blotter  states. 

Q.  For  what  lot,  this  is  under  date  of  October  25th? 
A.  There  is  a  lot  of  them. 

Q.  What  is  to-day?    A.  October  25th — ^that  is  the  last  bill. 

Q.  This  is  dated  October  25th.  What  is  to-day's  date, 
October  24th  ?    A.  Oh 

Q.  In  other  words,  is  the  payment  entered  in  the  blotter 
under  to-morrow's  date?    A.  Yes. 

Q.  For  what  is  that  payment  made?  A.  That  was  for  the 
last  despatch  sent  out. 

Q.  That  was  the  last  despatch  sent  out?  A.  No,  that  was 
not  for  that  despatch.  You  see,  the  bills  are  a  long  time  com- 
ing in. 

Q.  What  was  the  last  despatch  sent  out,  before  we  leave 
that?    A.  That  despatch,  the  one  you  have  just  read? 

Q.  The  one  I  have  just  read,  about  Mr.  McCurdy's  examina- 
tion on  Octolier  17th?    A.  Yes. 

Q.  And  you  have  not  the  bills  for  that?  A.  No,  it  takes 
two  months  or  more  to  get  a  bill  in. 
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Q.  What  is  this  $2,945?  A.  That  is  for  one  of  those  de- 
spatches, put  in  perhaps  six  weeks  ago. 

Q.  Do  you  know  for  which  one?  A.  I  could  not  say  without 
seeing  the  bill.  They  have  generally  have  it  set  on  the  side, 
if  you  have  got  it. 

Q.  Now,  I  show  you  the  entry  of  the  payment  to  the  Tele- 
graphic News  Bureau  by  the  Mutual  Life  of  $1,558  on  October 
nth.  What  was  that  for?  A.  I  don't  know  which  one,  without 
examining  it. 

Q.  These  payments  are  made  upon  your  O.  K.-ing  the 
vouchers,  are  they  not?  A.  Well,  they  go  to  the  supply  depart- 
ment and  there  they  are  authorized  and  taken  to  an  officer  and  he 
examines  it  or  something^  and  then  they  go  to  the  expenditure 
committee.     I  have  no — I  can  not  authorize  payments. 

Q.  I  know,  but  who  tells  them  how  many  papers  the  matter 
has  been  inserted  in  and  the  rate  of  charge  for  the  insertion?  A. 
The  man  who  presents  the  bill. 

Q.  Who  O.  K's  it  for  the  company?  A.  Well,  I  do  and  two 
or  three  others. 

Q.  But  it  is  under  your  supervision,  is  it  not?  A.  Some  of  it. 
I  mean  I  have  only  done  this  for  about  a  month.  I  am  not  the 
regular  advertising  man,  you  know. 

Q.  You  say  these  matters  go  to  the  supply  department?  A. 
Yes,  sir,  they  go  down  in  there — everything  goes  there,  that 
is 

Q.  Does  the  advertising  go  to  the  supply  department?  A.  I 
think  it  does,  a  great  deal  of  it.  I  don't  know  whether  Mr. 
Sullivan's  does  or  not. 

Q.  I  show  you  under  date  of  October  4th,  Telegraphic  News 
Bureau,  $6,250?    A.  Yes. 

Q.  What  was  that  for?    A.  Telegraphic  news. 

Q.  Of  what  kind  ?    A.  The  same  as  what  you  have  seen. 
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Q.  Relating  to  the  investigation?  A.  Relating  to  the  facts 
which  pertain  to  the  investigation. 

Q.  I  mean  statements  sent  out  and  paid  for  by  the  Mutual 
Life?    A.  Yes. 

Q.  Of  what  is  stated  to  have  occurred  at  these  hearings? 
A.  Yes. 

Q.  Then  do  I  understand  that  the  Mutual  Life  has  already 
expended  upwards  of  $ii,ooo  on  such  matters,  and  the  bill  for 
some  little  time  has  not  yet  come  in?  A.  Yes,  sir,  as  I  expect  to 
spend  some  more. 

Q.  Why  don't  you  communicate  to  the  press  the  matters  which 
you  think  should  be  called  attention  to A.  We  do. 

Q.  And  ask  them  if  they  will  insert  the  news?  A.  Because  I 
know  they  will  want  about  $2  a  line  to  put  it  in-. 

Q.  Have  you  offered  this  material  to  the  New  York  papers? 
A.  No  use. 

Q.  Have  you  offered  it?  A.  Well,  there  was  no  necessity  of  us 
offering  it.  It  is  presented  here  and  they  don't  publish  it.  They 
have  the  opportunity  and  they  don't  do  it. 

Q.  Have  you  offered  them  any  items  which  you  think 
should  be  inserted  to  give  an  accurate  and  full  account  of  the  in- 
vestigation?    A.  I  think  I  have  at  times. 

Q.  Have  they  demanded  pay  for  such  insertion?  A.  Some  of 
them. 

Q.  Who?  A.  In  times  past? 

Q.- No,  I  am  talking  about  this  investigation,  and  I  want  to 
know  what  papers  demand  pay  for  inserting  a  regular,  straight 
news  account  of  what  transpires  in  this  investigation?  A.  I  don't 
remember  at  this  time. 

Q.  Has  any,  so  far  as  you  know?    A.  Not  at  this  time,  no. 

Q.  When  you  say  this  time,  what  time  do  you  mean?  A. 
Why  other  times. 
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Q.  What  time  do  you  mean  by  this  time,  during  the  time  this 
investigation  has  been  in  session?    A.  Yes. 

Q.  Take  the  out  of  town  papers,  do  you  ever  pay  for  editorials 
in  any  papers  in  the  country?    A.  No. 

Q.  Have  you  ever  done  that?    A.  No. 

Q.  Has  that  ever  been  done  so  far  as  you  know  by  the  Mutual 
Life?    A.  Never. 

Q.  You  say  you  first  began  to  be  connected  with  this  depart- 
ment about  a  month  ago?  A.  Yes. 

Q.  What  was  your  connection  with  the  Mutual  Life,  prior  to 
that  time?  A.  I  calculate  that  you  were  to  ask  me  something 
like  that,  and  I  have  it  put  down  here  if  you  like  to  know. 

Q.  I  am  very  glad  to  have  it  accurately.  Please  state  it. 
A.  To  get  information  on  any  subject,  one.  Furnish  matter  for 
agents.  I  mean  for  obtaining  business  and  so  forth.  Answer 
the  questions  of  newspaper  people,  anybody  from  a  newspaper 
who  comes  to  the  Mutual  Life  office,  they  send  him  to  me  and  it 
is  my  duty  to  inform  him  and  deal  with  him  pleasantly  and 
quietly  and  promote  him  towards  the  elevator.  Form  a  library, 
conduct  a  paper  in  the  interest  of  the  company. 

Q.  What  paper  is  that?  A.  A  statement,  the  statement  it  is 
called. 

BY  MR  COX : 

Q.  How  often  is  that  published?    A.  Once  a  month. 

BY  MR.  HUGHES: 

Q.  That  is  the  regular  Mutual  Life  paper  giving  all  accounts 
of  settlements  and  things  of  importance  to  the  policyholders? 
A.  Yes.  It  shows  that  everybody  who  keeps  his  contract  gets 
two  dollars  and  a  half  for  every  dollar  he  puts  in. 
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Q.  Go  on,  Mr.  Smith.  A.  Attend  to  the  advertising  in  insur- 
ance newspapers.  That  is  the  division  of  advertising  as  between 
myself  and  Mr.  Sullivan.  Do  whatever  the  executives  direct. 
Index  all  information  pertaining  to  the  insurance  in  the  United 
States  and  foreign  countries.  Ticket  it  and  index  it  and  cross 
index  it,  so  that  any  department  asking  for  information  is  fur- 
nished with  it.    Don't  you  think  that  is  worth  $8,000? 

Q.  How  long  have  you  been  receiving  $8,000  a  year?  A. 
From  the  time  I  started,  and  I  have  not  had  a  cent  of  raise  since. 

Q.  When  was  that?    A.  In  1866. 

Q.  1866?    A.  1886,  I  mean. 

Q.  Who  has  charge  of  this  matter  of  sending  out  to  the  news- 
papers news  items  for  insertion  as  reading  matter  prior  to  the 
time  you  took  charge  of  it?  A.  Well,  if  any  were  sent  out  I 
presume  it  was  the  regular  advertising  department. 

Q.  Do  you  know  of  anyone  who  preceded  you  in  the  doing  of 
that  as  a  regular  business  ?    A.  No,  sir. 

Q.  Are  you  connected  with  the  Insurance  Record?    A.  Yes. 

Q.  How    long    have    you    been    connected    with    that?      A. 
Twenty-seven  years. 
,     Q.  Are  you  the  proprietor  of  that  paper    A.  Yes,  sir. 

BY  THE  CHAIRMAN : 

Q.  It  seems  to  be  your  general  duty  to  atterid  all  alarms  and 
ascertain  the  cause  thereof?  A.  That  is  it,  yes,  sir,  and  fight  all 
the  blackmailers.     It  is  an  awful  job,  too. 

BY  MR.  HUGHES : 

Q.  Your  department  of  advertising  in  insurance  papers  is  an 
important  part  or  department  of  the  advertising  of  the  company  ? 
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A.  Well,  it — there  are  sixty-three  of  them,  you  see  the  business 
is  very  well  represented.    There  are  63  of  them. 

BY  MR.  ROGERS : 

Q.  Of  what  ?  A.  Of  insurance  newspapers,  and  we  have 
something  in  all  of  them,  I  giaess. 

BY  MR.  HUGHES: 

Q.  Does  the  Mutual  Life  advertise  in  the  Insurance  Record? 
A.  Yes. 

Q.  Does  it  sometimes  buy  a  larger  number  of  the  copies  of  the 
Insurance  Record  for  distribution?  A.  It  does  not  buy  a  large 
number,  not  so  many  as  I  wish  it  would,  but  it  buys  some. 

Q.  To  what  extent  has  it  bought  a  large  amount?  A.  Oh, 
perhaps  it  will  buy  300  copies. 

Q.  How  frequently  does  it  do  that?  A.  When  there  is  some- 
thing of  particular  to  the  company  in  it. 

Q.  How  often  is  that?    A.  Perhaps  twice  a  year. 

Q.  Is  it  a  fact  that  two  or  three  years  ago  it  at  one  time  bought 
20,000  copies  of  your  paper?  A.  It  might  have  done  so,  I  don't 
remember.  _ 

Q.  You  would  not  recall  that?    A.  No. 

Q.  Even  if  it  were  80,000?  A.  Oh,  no,  I  never  sold  any 
80,000. 

Q.  That  is  what  I  want  to  get  at.  What  was  the  largest 
amount  you  ever  sold?  A.  I  don't  know,  80,000  may  have  been 
sold,  but  not  papers.    It  might  have  been  a  slip  from  the  paper. 

Q.  How  would  the  slip  from  the  paper  be  sold  ?  A.  Why  it  is 
sold  as  a  slip. 

Q.  What  would  be  the  charg'e  for  selling  a  slip,  do  you  mean 
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for  distribution?  A.  For  distribution.  I  don't  know,  a  slip  or  a 
couple  of  pages,  perhaps. 

Q.  What  would  be  the  charge  for  that  to  the  Mutual  Life? 
A.  I  don't  know. 

Q.  Cannot  you  recall?    A.  No. 

Q.  You  are  the  proprietor?  A.  Yes,  but  I  do  not  take  a 
very  active  interest  in  it,  you  know. 

Q.  Who  does  take  an  active  interest?  A.  The  editor,  whom 
I  employ. 

Q.  Who  is  he?    A.  Mr.  Summers. 

Q.  Who  is  Mr.  Allan  Foreman,  has  he  a  paper?  A.  Yes,  the 
Journalist. 

Q.  And  does  the  Mutual  Life  advertise  in  that  paper?    A.  Yes. 

Q.  What  about  is  paid  to  the  Journalist  for  advertising  in 
the  course  of  a  year?    A.  I  could  not  say. 

Q.  Well,  approximately?  A.  There  is  a  card  there,  I  don't 
know  what  it  is. 

Q.  Does  that  also  have  articles  in  from  time  to  time  favorable 
to  the  Mutual  Life?    A.  I  don't  know.     It  may  have. 

Q.  Does  the  same  practice  obtain  with  these  insurance  papers 
that  obtained  with  the  other  papers  which  you  have  mentioned, 
of  paying  for  the  insertion  of  reading  matter  ?    A.  Not  as  a  rule. 

Q.  Does  it  occasionally?  A.  It  might  be;  it  is  not  reading 
matter;  but  it  is  an  advertisement  in  their  case. 

Q.  Is  it  an  advertisement  which  is  denominated  such?  A. 
Yes;  I  don't  know  whether  they  denominate  it  such;  the  half 
pages  they  put  in  as  semi-reading  matter,  perhaps. 

Q.  What  is  the  distinction  between  full  reading  matter  and 
semi-reading  matter,  and  that  which  is  not  reading  matter  at  all, 
but  a  straight  advertisement?  A.  A  straight  advertisement  is 
generally  set  in  large  type;  the  reading  matter  notice  g'enerally 
goes  just  before  the  large  type. 

Q.  In  the  newspapers  referred  to  it  goes  in  the  regular  news 
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columns  without  any  suggestion  of  advertising?  A.  That  makes 
it  much  better. 

Q.  That  is  really  what  you  meant  by  reading  matter — that  is 
what  you  paid  for?    A.  That  is  what  we  paid  for. 

Q.  Do  you  insert  that  sort  of  material  in  insurance  papers? 
A.  No,  sir,  never.  There  might  have  been  some  exception,  I 
don't  remember  it,  though. 

Q.  Who  is  Mr.  England?    A.  I  don't  know. 

Q.  Never  heard  of  G.  A.  England?    A.  Never  heard  of  him. 

Q.  Didn't  you  know  that  he  was  employed  by  the  Mutual  Life 
to  furnish  reading  matter?    A.  No,  sir. 

Q.  Never  heard  of  that  ?    A.  Never  heard  of  it,  no. 

Q.  What  is  the  Mutual  Press  Association?  A.  Never  heard 
of  it. 

Q.  Don't  you  know  that  the  Mutual  Press  Association  received 
various  items  as  reading  matter  from  the  Mutual  Life?  A.  You 
will  have  to  ask  my  co-editor. 

Q.  Never  heard  of  that  at  all?  A.  I  am  not  the  regular  ad- 
vertising man.     I  am  a  specialist. 

Now,  you  have  shown  me  one  reading  notice  that  was  sent 
out  about  Mr.  Cromwell's  testimony,  and  another  has  been 
produced  with  reference  to  Mr.  McCurdy.  Have  you  got  any 
more  which  will  illustrate  what  you  have  done  in  this  matter? 

(Witness  produces  papers.) 

Q.  Let  us  have  these  in  order.  How  many  are  there  all 
told  that  have  been  sent  out — only  these  six?  A.  Those  six; 
that  is  all. 

Q.  You  don't  mean  to  say  that  you  paid  $ii,ooo  for  those 
six  and  more  bills  to  come?  A.  I  could  pay  five  times  that 
for  one. 
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Q.  Of  course  you  could  if  you  were  spending  money  that 
way.     A.  It  is  only  a  question  of  distribution,  Mr.  Hughes. 

Q.  As  a  matter  of  fact,  the  money  that  has  been  spent  has 
been  spent  for  the  insertion  of  those  six  items?    A.  Yes,  sir. 

Q.  And  exclusively  for  that?    A.  Yes. 

Q.  And  the  last  items  have  not  been  paid  for  as  yet?  A. 
No,  sir. 

Q.  Do  you  know  whether  more  than  the  last  item  relating 
to  Mr.  McCurdy's  examination  has  not  been  paid  for?  A.  I 
do  not,  but  I  should  think  they  come  pretty  near  what  you 
state,  somewhere  about  twelve  thousand  dollars  or  fourteen 
thousand  dollars. 

Q.  What  would  be  twelve  thousand  dollars  or  fourteen 
thousand  dollars?  A.  I  mean  the  whole  of  it.  I  think  the 
total  up  to  date. 

Q.  Now,  we  have  had  two  of  these,  the  first  and  the  last 
two;  and  in  order  that  they  may  know  just  what  it  is  that 
has  been  paid  for,  I  will  read  the  others  upon  the  record,  and 
offer  the  remaining  four  in  evidence. 

(Papers  marked.  Exhibits  288,  289,  290  and  291.) 

MR.  HUGHES :    I  read  these  in  the  order  of  their  dates. 

EXHIBIT  No.  288. 

"(Special  to  the  .) 

"New  York,  Sept.  i6th.  The  Legislative  Committee  that 
is  investigating  the  management  of  the  life  insurance  com- 
panies has  adjourned  until  Wednesday.  The  testimony  is  ex- 
citing great  interest,  and  while  there  is  much  that  invites 
criticism  a  great  deal  that  is  good  and  comforting  to  policy- 
holders has  been  developed.     In  the  testimony  of  the  treasurer 
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of  the  Mutual  Life  Insurance  Company  before  the  legislative 
investigating  committee  the  fact  was  developed  that  the  com- 
pany has  not  only  made  $16,000,000  for  the  policyholders  in 
its  investments  in  trust  company's  stock,  but  that  not  a  cent 
had  ever  been  lost  by  default  in  interest  upon  the  bonds  held 
by  the  company. 

"The  Mutual  Life  has  preferred  absolute  security  to  taking 
chances  of  possible  loss  on  a  lower  grade  of  bonds. 

"The  investments  and  deposits  in  trust  companies  have 
realized  4.30  per  cent,  upon  the  total  amount  involved." 

THE  WITNESS:     Isn't  that  all  right  now? 
MR.  HUGHES: 

EXHIBIT  No.  289. 

"(Special  despatch  to  the  .) 

"New  York,  Sept.  2ist.  The  ethics  controlling  the  forma- 
tion of  underwriting  syndicates  are  being  extensively  dis- 
cussed in  connection  with  the  testimony  given  the  legislative 
investigating  committee.  It  is  the  consensus  of  opinion 
among  those  best  qualified  to  judge  that  the  record  of  the 
Mutual  Life  shows :  First,  that  its  participation  in  such  syn- 
dicates was  amply  justified  by  financial  usages  throughout 
the  civilized  world ;  second,  that  the  results  of  such  participation 
have  inured  to  the  benefit  and  profit  of  the  policyholders ;  third, 
that  the  occasional  participation  of  some  of  the  company's 
trustees  in  such  syndicates  was  a  source  of  proportionate 
profit  to  the  company.  The  testimony  likewise  proved  that 
the  Mutual  Life  has  never  entered  into  any  joint  accounts 
with  bankers  or  brokers  wherein  profits  on  purchases  or  sales 
were  divided." 
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THE  WITNESS :     Isn't  that  correct  ? 
MR.  HUGHES: 

EXHIBIT  No.  290. 

"(Special  to  the  ^  .)  - 

"New  York,  Sept.  27th.  The  pending  investigation  of  Life 
insurance  conditions  shows  that  there  has  never  been  any 
attempt  at  concealment  of  the  relations  of  the  Mutual  Life  to 
the  Trust  Companies  and  Banks  in  which  its  deposits  have 
been  made." 

THE  WITNESS:     Isn't  that  a  fact? 

MR.  HUGHES  (continuing) :  "All  its  Company's  annual 
Reports  and  its  Statement  to  the  Superintendents  and  Com- 
missioners of  Insurance  in  all  the  States  have  contained  a 
complete  list  of  its  holdings  of  stock  in  these  institutions  and 
have  showti  the  cost  and  market  values  of  the  Stocks.  De- 
posits in  these  institutions  have  increased  the  values  of  their 
stocks  and  the  Company's  policyholders  have  benefited  to  the 
extent  of  over  fifteen  millions  of  dollars." 

THE  WITNESS:     Isn't  that  correct? 

MR.  HUGHES : 

EXHIBIT  No.  291. 

"(Special  to  the  .) 

"New  York,  Oct.  6th.  The  statement  of  large  commissions 
paid  to  the  managers  of  the  Mutual  Life's  Agencies  in  the 
Foreign  Department,  and  its  City  Agency,  do  not  surprise 
people  who  are  familiar  with  the  immense  amount  of  the 
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total  business  transacted  by  the  great  life  companies.  In  1904 
the  sum  paid  for  commissions  on  first  year's  business  was 
in  the  Mutual  Life  Six  Millions  Five  hundred  and  fifty-eight 
thousand  and  eight  hundred  and  sixty-seven  ($6,558,867) 
Dollars;  in  the  Equitable,  Three  Million  three  hundred  and 
twelve  thousand  and  twenty-seven  ($3,312,027)  Dollars,  and 
in  the  New  York  Life  Seven  Millions  Two  hundred  and 
seventy-six  thousand  and  Eight  hundred  and  fifty-three 
($7,276,853)  Dollars,  or  a  total  of  Seventeen  million  one  hun- 
dred and  forty-seven  thousand  and  seven  hundred  and  forty- 
eight  ($17,147,748)  Dollars.  As  was  explained  to  the  Legis- 
lative Committee  to-day,  in  Life  Insurance  as  in  every  other 
business  in  America,  there  are  large  rewards  for  great  and 
successful  work.  The  new  business  in  1904  of  these  com- 
panies amounted  to  $865,397,387." 

BY  MR.  HUGHES: 

Q.  What  are  these  vouchers  that  you  from  time  to  time 
signed?  I  notice  in  the  blotter  small  amounts  drawn  from 
time  to  time?  A.  I  employed  a  good  many  men  on  literary 
work,  and  I  took  their  articles  and  used  them  in  the  paper 
that  we  published. 

Q.  You  mean  in  the  weekly  statement?  A.  Yes,  in  the 
weekly  statement,  and  send  them  to  our  agents  in  places 
where  they  may  want  to  publish  them. 

Q.  Do  you  employ  any  persons  to  write  up  articles  for  you 
from  time  to  time?    A.  Yes. 

Q.  Of  what  nature  are  those  articles?  A.  Generally  for 
the  use  of  agents,  explaining  the  great  things  that  the  com- 
pany has  done  and  the  great  value  of  life  insurance. 

Q.  And  you  employ  no  persons  to  write  up  articles  for 
newspapers  for  insertion  as  reading  matter?     A.  No,  sir. 
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Q.  Have  you  ever  done  so?  A.  I  don't  remember.  I  may 
have  done  so,  but  if  they  were  they  were  simply  to  benefit 
the  business,  and  show  what  great  things  the  Mutual  Life 
was  doing. 

Q.  Is  this  matter  of  paying  for  insertion  of  news  items 
a  new  departure  of  the  Mutual  Life  within  the  last  six  weeks  ? 
A.  Comparatively,  yes;  they  may  have  done  some  sometimes, 
but  until  quite  recently,  I  have  only  had  it  about  a  month,  I 
think — those  dates — reading  notices,  have  been  sent  out  in 
the  other  department. 

Q.  Have  any  papers  refused  to  publish  these?  A.  I  don't 
know;  there  may  have  been,  yes. 

Q.  Have  you  heard  of  any  such?  A.  I  think  I  have  heard 
of  papers,  some  would  not  publish  it..  Some  make  a  point  of 
publishing  nothing  without  stars  on  it. 

Q.  What  are  the  stars  supposed  to  stand  for?  A.  Well,  in 
the  city  papers,  they  are  marking  an  advertisement — I  mean 
New  York  City,  you  see  a  star  very  often  at  the  bottom  of 
some  of  the  dailies,  and  that  marks  it  is  an  ad. 

Q.  What  does  Mr.  Howard  do  for  the  Mutual  Life  ?  A.  I 
don't  know. 

Q.  Does  he  write  articles  for  the  press?    A.  I  don't  know. 

Q.  Have  you  ever  been  brought  in  connection  with  him  at 
all?  A.  I  know  him,  but  I  have  never  been  brought  into  con- 
nection with  him  with  the  Mutual  Life. 

Q.  Are  there  any  persons  that  write  articles  for  the  press 
that  are  upon  the  Mutual  Life's  payroll,  or  that  get  money 
from  the  Mutual  Life  ?  A.  I  don't  remember  one  except  what 
I  pay  for,  you  know. 

Q.  What  is  the  National  Press  Intelligence  Company?  A. 
I  think  that  is  a  clipping  bureau. 

Q.  Your  voucher  of  July  12,  1905,  then  applies  to  that?  A. 
Yes,  sir ;  this  thing  is  costing  us  a  lot  of  money  for  clippings. 
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Q.  You  do  not  get  clippings,  I  suppose,  of  your  own  inser- 
tions?   A.  Oh,  yes. 

BY  MR.  TULLY: 

Q.  What  was  your  experience  as  a  newspaper  man  before 
you  became  a  specialist?  A.  I  was  four  years  City  Editor 
upon  the  New  York  Sun. 

Q.  When  was  that?  A.  I  started  on  my  education  on  the 
Sun  in  1866.  I  then  started  the  New  York  Star  and  was 
managing  editor  of  that  for  eight  years.  I  then  went  on  the 
Express  as  city  editor  of  that  for  two  or  three  years.  Then 
I  bought  the  Sunday  Sun  and  I  ran  that  for  two  or  three 
years,  and  then  went  into — then  I  started  the  insurance  paper, 
then  I  went  into  the  Mutual  Life  Insurance  Company. 

Q.  Have  you  any  copy  outstanding  that  has  -not  yet  been 
printed  by  a  newspaper?    A.  What  is  that? 

Q.  Is  there  any  outstanding  copy  that  has  not  been  printed 
of  testimony  given  before  this  Committee?  A.  No,  sir;  you 
have  got  it  all  there. 

BY  MR.  HUGHES: 

Q.  What  is  this  item  under  date  of  March  22,  1905 — Tele- 
graphic News  Bureau,  referring  to  the  blotter?  A.  It  is  the 
same  thing. 

Q.  What  were  you  getting  out  news  items  for  in  March, 
1905,  or  if  it  apphes  to  an  earlier  date,  in  February,  1905  ?  A.  I 
don't  remember. 

Q.  Does  the  Telegraphic  News  Bureau  take  any  other 
matter  from  you  than  such  as  is  intended  to  be  inserted  as 
reading  matter?    A.  No,  sir. 

Q.  So  there  was  at  that  time,  or  just  prior,  some  occasion 
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for  your  having  news  items  inserted  as  reading  matter,  and 
you  did  that  through  this  bureau?    A.  I  suppose  so. 

Q.  You  initials  appear  opposite  this  item.  Can  you  ex- 
plain what  it  was  for?    A.  I  could  not  now,  I  have  forgotten. 

Q.  Are  you  not  in  error  in  saying  you  came  in  this  busi- 
ness only  in  the  last  month?  A.  Well,  I  may  be,  but  I  mean 
actively. 

Q.  Does  not  that  refresh  your  recollection  (showing  wit- 
ness paper)  ?    A.  That  refreshes  me,  I  did  do  something. 

Q.  What  did  you  do?  A.  I  cannot  remember.  I  sent  out 
a  despatch,  I  suppose,  on  some  subject,  but  what  the  despatch 
was  I  could  not  say  now;  it  was  not  about  the  investiga- 
tion, I  guess;  it  might  have  been  some  point  of  the  business 
or  something  that  turned  up. 

Q.  As  a  matter  of  fact A.  Probably  it  was  the  state- 
ment of  the  company  which  does  not  come  out  until  late,  you 
know;  might  have  been  that. 

Q.  You  mean  the  full  statement  of  the  company?    A.  Yes. 

Q.  You  notice  the  amount  is  $1,273.  A.  Yes.  But  a  refer- 
ence to  the  statements. 

Q.  Comment  on  the  fine  showing  that  the  statement  made? 
A.  Yes,  sir. 

WALTER  S.  SULLIVAN,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Are  you  employed  by  the  Mutual  Life?    A.  I  am. 

Q.  In  what  capacity?  A.  I  have  charge  of  some  of  their 
advertising. 

Q.  What  advertising  do  you  have  charge  of?  A.  I  buy 
space  in  magazines  and  in  some  of  the  newspapers. 
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Q.  Just  state,  if  you  will,  how  many  there  are  who  have 
charge  of  different  parts  of  the  advertising  of  the  Mutual  Life  ? 
A.  Well,  beyond  my  own  department  and  Mr.  Smith's,  ad- 
vertising is  placed  by  the  Supply  Department. 

Q.  Who  is  the  head  of  the  Advertising  Department?  A.  I 
manage  the  part  that  I  have  charge  of. 

Q.  Is  there  any  one  else  who  manages  any  other  part  be- 
sides Mr.  Smith?  A.  The  Supply  Department  places  some 
advertising. 

Q.  Who  in  the  Supply  Department  has  charge  of  that?  A.  I 
think  Mr.  Fields. 

Q.  Who  is  attending  to  it  in  Mr.  Fields'  absence?  A.  I 
don't  think  they  are  doing  any  now;  that  is,  usually  at  the 
beginning  of  the  year  when  the  statement  appears. 

Q.  What  sort  of  advertising  is  it  that  is  taken  charge  of 
by  the  Supply  Department?  A.  Well,  so  far  as  my  informa- 
tion goes,  I  only  know  of  the  advertising  that  is  done  at  the 
beginning  of  the  year  when  the  company  prints  its  statement 
all  over  the  country  and  the  local  business  in  the  local  papers 
in  New  York  City  is  placed  by  Mr.  Fields  through  the  ad- 
vertising firms  of  Albert  Frank  &  Company. 

Q.  And  apart  from  that,  and  apart  from  what  Mr.  Smith 
does,  you  have  charge,  of  the  whole  matter  of  advertising? 
A.  Well,  of  course,  there  is  some  advertising  that  is  done  by 
our  agents  in  the  field,  and  those  bills  are  subject  to  approval 
at  the  home  ofifice. 

Q.  They  come  under  your  supervision?  A.  Most  of  them; 
some  of  them  do  not. 

Q.  What  do  not — special  departments?  A.  Why,  if  a  man- 
ager wants  agents,  for  instance,  if  he  wants  to  procure  an 
agent  in  some  city,  he  may  put  in  a  few  insertions  and  return 
them  in  the  expense  account  to  the  superintendent. 

Q.  Do  you  know  James  R.  Craig  ?    A.  No,  sir.     There  used 
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to  be  an  advertising  agent  in  the  Times  Building  by  the  name 
of  Craig,  but  he  has  been  out  of  business  for  some  years.  That 
is  the  only  Craig  I  know  of. 

Q.  Do  you  know  John  E.  Ashe,  Jr.  ?    A.  I  do  not. 

Q.  Do  you  know  any  reason  why  he  should  sign  vouchers 
for  advertising?    A.  I  do  not. 

Q.  Or  why  James  R.  Craig  should?    A.  I  do  not. 

Q.  Do  you  know  E.  H.  Spear?  A.  There  is  a  Mr.  Spear 
connected  with  the  World;  I  do  not  know  what  his  initials 
were.  He  is  one  of  the  advertising  men  on  the  World. 
Whether  that  is  the  Mr.  Spear  or  not,  though,  I  am  unable 
to  say.  ! 

Q.  Do  you  know  the  one  I  refer  to  is  the  one  that  signs  a 
voucher  for  advertising  to  the  Mutual  Life?  A.  He  does  not 
sign  any  voucher  that  passes  through  our  department  or  ever 
comes  under  my  notice. 

Q.  What  occasion  has  Mr.  E.  W.  Rogers  to  sign  vouchers 
for  advertising?    A.  I  don't  know. 

Q.  Has  he  any,  so  far  as  your  work  or  department  is  con- 
cerned? A.  Not  so  far  as  I  know  unless  it  is  for  advertising 
slips,  we  furnish  the  agents  with  a  great  many  slips  for  their 
use,  and  it  is  possibly  that  or  some  advertising  novelty,  but 
outside  of  that,  contracts  with  newspapers  or  magazines,  he 
has  nothing  to  do  with. 

Q.  What  was  the  total  amount  of  advertising  that  came 
under  your  notice  in  the  year  1904?  A.  May  I  state  that  in 
round  numbers? 

Q.  Yes,  in  round  numbers;  I  intended  to  have  you  state. 
A.  1904? 

Q.  Yes.     A.  $84,000. 

Q.  $84,000?  A.  Yes,  sir.  That,  of  course,  includes  a  few 
small  items  for  outside  services,  and  petty  cash  in  the  office. 
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Q.  Is  that  generally  what  is  embraced  in  that  $84,000?  A. 
I  can  give  it  to  you  exactly. 

Q.  Have  you  got  the  papers  here?    A.  Yes,  sir. 

Q.  Thank  you.  I  would  be  very  glad  to  have  you  get  them. 
A.  (Producing  paper.)  The  general  newspaper  advertising; 
the  breaking  up  of  this  is  entirely  arbitrary. 

BY  THE  CHAIRMAN: 

Q.  You  mean  the  classification?  A.  Yes;  the  separation  of 
this  total  into  separate  amounts. 

BY  MR.  HUGHES: 

Q.  Go  on,  Mr.  Sullivan.  A.  The  general  newspaper  adver- 
tising was  $22,000  and  some  hundreds — ^$421.15,  magazine  ad- 
vertising, which  includes  the  cost  of  space  and  the  cost  of 
plates,  was  $42,750.17.  Then  the  insurance  report,  which  was 
carried  over  from  the  preceding  year,  that  is  some  of  the  bills 
which  did  not  come  in  until  this  year,  was  $949.  The  pre- 
liminary statement,  which  was  printed  early  or  late  in  1903, 
$6,531.  Reading  notices,  $8,114;  legal  advertising,  $1,071.12. 
Outside  expenses,  which  is  made  up  of  various  items,  $173.07. 
Then  other  subscriptions,  $4.50,  making  a  total  of  $84,173.  I 
have  revised  that  as  far  as  classification  goes  recently. 

MR.  HUGHES:  I  will  ofifer  that  in  evidence.  That  is 
headed  1904 — 1905.  It  really  is  January  i,  1904,  to  December 
I,  1904. 

THE  WITNESS:    Yes,  sir. 

(Paper  marked  Exhibit  292.) 
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Q.  Now,  general  newspaper  advertising  is  the  first  item 
that  you  have  upon  this  statement.  That  includes  the  news- 
paper advertising  throughout  the  United  States  ?    A.  Yes,  sir. 

Q.  In  foreign  countries?    A.  No,  sir. 

Q.  Not  at  all?  A.  No.  We  do  not  place  any  advertising 
abroad. 

Q.  There  is  advertising  abroad?    A.  Oh,  yes. 

Q.  How  does  that  go  into  the  books  of  the  company?  A, 
That  would  be  in  the  account  of  the  foreign  department.  They 
have  charge  of  that. 

Q.  Is  the  same  true  of  the  other  items  that  you  have  here 
that  this  is  limited  to  the  United  States?    A.  And  Canada. 

Q.  And  Canada?    A.  Yes. 

Q.  Is  it  limited  to  the  North  American  Continent?  A. 
It  is. 

Q.  Does  it  include  Mexico?  A.  I  don't  recall  any  adver- 
terising  that  we  placed  in  Mexico  at  all.  That  printed  paper 
with  perhaps  an  exception  of  a  few  dollars  is  in  the  United 
States  and  Canada. 

Q.  I  see  the  heading  here — telegraphic  readers.  What  does 
that  mean?  A.  Just  as  Mr.  Smith  explained,  that  on  occa- 
sions we  have  sent  out  these  telegraphic  readers  at  the  solici- 
tation largely  of  the.  papers  themselves.  It  is  a  matter  of 
current  trade 

Q.  I  do  not  quite  understand  that.  What  occasion  have 
the  papers  themselves  for  requesting  reading  notices?  A.  I 
can  explain  that  best  in  this  way:  All  the  large  daily  news- 
papers have  representatives,  or  most  of  them  have  represen- 
tatives, in  this  city.  The  trade  name  is  a  special  advertising 
agent.  These  men,  of  course,  come  to  see  us  in  the  course  of 
business,  they  come  to  see  all  general  advertisers,  and  this 
telegraphic  news  item  is  a  matter  that  appears  on  a  great 
many  of  their  rate  cards,  and  we  have  never,  to  my  knowledge, 
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sent  out  to  any  paper  that  had  not  already  filed  with  us  their 
rate,  so  that  we  understood  what  we  were  to  pay  for  the 
service. 

Q.  That  is  for  the  insertion  of  news  items — apparent  news 
items,  in  the  news  columns  without  anything  to  indicate  that 
they  were  news  items?  A.  Without  any  distinguishing 
marks.  Some  papers  make  a  practice  of  disguising  it  in 
a  very  subtle  way,  such  as  a  cut-ofi  rule — they  will  run  a 
double-leaded  rule  above  the  copy;  some  mark  it  ad.;  some 
with  three  stars,  some  set  it  in  a  different  form  of  type  from 
the  body  of  the  paper. 

Q.  The  total  expended  for  that  purpose  in  1904,  as  shown 
by  this  statement,  was  $8,114.78?  A.  I  think  part  of  that  is 
for  readers. 

Q.  It  says  for  telegraphic  readers?  A.  There  is  very  little 
in  there  of  telegraphic  readers ;  most  of  that  is  reading  notices ; 
to-day  the  same  thing  would  apply. 

Q.  You  mean  sent  by  mail?  A.  Sent  by  mail  and  pub- 
lished as  local  items,  and  most  of  that  deals  with  claims  that 
have  been  paid  in  the  locality — for  instance,  we  have  one 
manager  who  is  very  industrious  in  getting  permission  from 
the  people  to  whom  he  pays  claims  to  print  a  letter  that  they 
would  write  to  him,  and  those  we  pay  and  charge  in  that 
account.  We  permit  him  to  place  those  advertisements  in  the 
local  papers. 

Q.  What  is  the  occasion  for  the  large  item  in  April,  1904, 
under  telegraphic  readers?  A.  That  I  would  have  to  refer 
to  my  books;  I  could  very  easily  furnish  you;  it  is  only 
a  matter  of  record ;  I  would  be  very  glad  to  send  you  up  a 
clipping  and  the  bills  that  were  rendered  for  them. 

Q.  Then  do  I  understand  that  the  total  of  advertising  in 
the  United  States  for  1904  amounted  to  $84,173.77?  A.  And 
Canada. 
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Q.  The  United  States  and  Canada?  A.  That  I  had  charge 
of. 

Q.  You  spoke  of  Mr.  Smith.  Did  Mr.  Smith  have  charge 
of  any  advertising  in  1904?    A.  He  had  the  insurance  papers. 

MR.  HUGHES:  Mr.  Smith,  can  you  state  what  the 
amount  was  expended  in  1904  in  insurance  papers? 

MR.  SMITH :    I  think  some  $28,000  to  $30,000. 

MR.  HUGHES:  Did  you  have  charge  of  any  other  ad- 
vertising in  1904? 

MR.  SMITH:  I  don't  remember.  Sometimes  they  might 
send  down  to  me  to  put  an  ad.  in. 

BY  MR.  HUGHES  (to  the  witness)  : 

Q.  I  find  in  your  annual  report  for  1904  that  the  total 
amount  stated  to  have  been  spent  for  advertising  for  that  year, 
for  advertising,  printing,  stationery  and  postage,  $1,134,833.76, 
and  in  distributing  that  item,  as  shown  by  the  statement 
handed  us  by  your  company  under  date  of  October  23,  1905, 
the  amount  paid  for  advertising  is  said  to  have  been  $329,- 
797.02.  Can  you  state  where  the  balance  of  the  amount  ex- 
pended for  advertising  over  and  above  the  $84,000  mentioned 
by  you,  and  the  $28,000  to  $30,000  mentioned  by  Mr.  Smith, 
was  expended?  A.  My  knowledge  does  not  enable  me  to 
state  that.  I  have  no  knowledge  of  any  advertising  except 
that  which  passed  through  our  department.  Now,  in  this 
statement  which  I  have  given  you  here,  of  course  we  use  a 
good  many  supplies  which  may  have  been  charged  to  adver- 
tising. 
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Q.  We  have  the  supphes,  quite  a  considerable  sum,  apart 
from  the  stationery.  We  have  printing  and  stationery,  for 
example,  amounting  in  1904  to  $601,000;  so  it  would  hardly 
seem  that  supphes  had  been  charged  to  advertising.  Of 
course,  I  don't  know  anything  about  it.  If  you  do,  I  should 
be  glad  to  have  you  state  what  the  fact  is.  A.  I  would  be 
very  glad  to  if  I  could,  but  our  supplies  are  furnished  us  on 
requisition  to  the  Supply  Department,  and  we  keep  no  track 
of  the  amount  furnished  us,  but  that  simply  occurred  to  me 
as  an  item  which  might  be  charged  against  the  advertising 
in  addition  to  those.  The  rent  might  come  in — I  don't  know 
whether  we  are  charged  with  rent  or  not. 

Q.  Will  you  explain,  if  you  please,  so  far  as  you  can,  the 
amount  expended  in  foreign  -countries  for  advertising?  A.  I 
answer  that  I  have  no  knowledge  on  that,  Mr.  Hughes,  not 
even  approximate. 

Q.  Who  would  have  any  knowledge  upon  that  subject?  A. 
The  Foreign  Department,  someone  in  the  Foreign  Depart- 
ment. 

Q.  You  don't  know  enough  about  it  to  be  able  to  say 
whether  or  not  the  foreign  advertising  cost  twice  as  much  as 
the  advertising  in  this  country?  A.  No,  Mr.  Hughes,  I 
don't  know  anything  about  it.  ^ 

Q.  Who  was  employed  by  the  Mutual  Life  during  1904  in 
connection  with  telegraphic  readers?  A.  To  the  best  of  my 
knowledge,  no  one.  I  would  hke  to  correct  that ;  most  of  that 
is  just  readers  and  not  telegraphic  readers,  that  is  an  error. 

Q.  Do  you  know  Mr.  G.  A.  England?  A.  G.  A.  England, 
yes,  sir. 

Q.  How  long  have  you  known  him?  A.  He  came  to  work 
for  us,  I  think,  1903. 

Q.  How  long  did  he  remain  with  you?  A.  I  think  less 
than  a  year. 
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Q.  What  did  he  do  while  he  was  with  you?  A.  He  pre- 
pared articles  for  the  press  on  life  insurance. 

Q.  For  insertions  as  news  items?  A.  I  don't  think  he  ever 
Twrote  any  articles  for  insertion  in  this  way,  but  we  were  fre- 
quently asked 

Q.  Perhaps  I  can  refresh  your  memory,  do  you  recognize 
this  (showing  witness  paper)  ?    A.  Yes,  these  are  England's. 

Q.  That  is  England's  work?  A.  That  is  England's  work, 
yes,  and  this  is  the  kind  of  work  he  was  employed  to  do. 

Q.  What  was  he  paid?  A.  I  think  twelve  hundred  dollars 
a  year,  or  at  the  rate  of  a  hundred  dollars  a  month. 

Q.  And  what  was  paid  for  the  insertion  of  those  items? 
A.  That  I  could  not  tell,  until  I  see  by  looking  up  in  the 
books. 

Q.  How  would  they  be  identified  in  the  books?  A.  I  will 
tell  you  in  just  a  minute;  I  don't  know  what  they  were  paid 
for.  Those  things  are  frequently  printed  without  any  charge. 
We  could  identify  that  under  a  charge  of  May  20,  1904,  if  it 
was  paid  for.  Every  dollar  that  has  been  paid  out  is  recorded 
on  the  books. 

Q.  This  matter  of  the  launching — do  you  know  whether  that 
was  written  by  Mr.  England?  A.  I  think,  to  the  best  of  my 
knowledge,  I  think  that  was,  and  printed  without  any  charge. 
Most  of  his  stuff  was  pubHshed  without  any  charge  on  the 
part  of  the  newspapers. 

Q.  In  other  words,  if  he  could  write  acceptable  articles  for 
the  papers  in  the  form  of  news  items,  as,  for  example,  a 
description  of  the  launching  of  a  yacht,  and  bring  in  a  refer- 
ence to  the  Mutual  Life,  their  interest  and  so  forth,  in  enter- 
taining and  in  an  agreeable  way,  it  was  his  business  to  do  it? 
A.  Yes.  He  was  paid  sometimes  by  the  papers — I  mean  he 
sold  articles  to  the  magazines. 

Q.  Sold  articles  specially  to  them?    A.  Yes. 
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.  Q-  So,  that  if  there  was  any  article  about  ship  canals  to- 
be  published  and  some  reference  could  be  made  to  the  Mutual 
Life  in  connection  with  the  article  that  would  be  inserted  and 
paid  for?  A.  Yes.  Unless  there  is  the  name  of  the  paper  at 
the  top  there  it  was  never  printed.  It  was  simply  prepared' 
and  set  in  caps  and  a  proof  taken  from  it'  and  sent  to  our 
agent. 

Q.  What  is  the  Mutual  Press  Association?  A.  That  I  da 
not  recall.  If  you  have  a  memorandum  there  I  may  be 
able  to. 

Q.  Yes,  I  have  this  memorandum  (showing  witness  mem- 
orandum). A.  I  think  Mr.  England  put  that — this  was  gotten 
up  by  Mr.  .England  with  the  idea  of  extending  his  work. 

Q.  He  was  the  Mutual  Press  Association,  wasn't  he?  A. 
He  was,  but  we  never  used  it;  it  was  never  sent  out  under 
that  heading.     That  is  as  far  as  it  ever  got. 

Q.  This  describes  the  sort  of  service  that  he  was  ready  to 
render?  A.  I  did  not  read  it,  but  I  presume  it  does,  because 
that  is  the  work  that  he  did  for  us  (examining  paper).  That 
was  never  used,  but  he  was  prepared  to  do  work  of  that  kind 
for  us. 

Q.  I  see  from  an  article  in  the — sent  as  a  letter  to  the 
Newark  Daily  Advertiser  in  the  form  of  a  letter — I  suppose 
a  matter  of  that  sort  would  not  be  paid  for  by  the  company 
but  inserted  as  a  communication  ?  A.  I  never  knew  a  news- 
paper to  charge  for  any  service  of  that  kind. 

Q.  Who  supervised  the  work  that  was  done  by  Mr.  Eng- 
land, that  the  matter  was  truthful  and  proper  to  be  inserted? 
A.  Anything  that  does  with  the  actuarial  figures  was  sent  to 
the  Actuary  Department,  and  that  would  probably  answer 
your  question — anything  in  regard  to  life  insurance,  because 
I  was  not  a  life  insurance  expert. 

Q.  So  that  the   officers  of  the   company  conversant  with 
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these   facts A.  The  Actuary  Department  on   anything^ 

relating  to  actuarial  figures. 

Q.  Suppose  it  related  generally  to  the  business  of  the  com- 
pany ?    A.  It  would  always  be  submitted  to  somebody. 

Q.  What  part  of  the  advertising  did  Mr.  Fields  take  charge 
of?  A.  So  far  as  I  know,  only  the  advertising  in  the  New 
York  City  dailies,  and  I  have  seen  some  bills  go  in  from  New 
York  State,  but  would  send  them  to  the  Supply  Department, 
knowing  nothing  about  them. 

Q.  Have  you  a  comparative  statement  of  earlier  years  in 
the  same  form  as  this,  as  far  back  as  1904?  A.  Yes  (produ- 
cing paper).  That  embraces  from  January  ist  to — of  course 
that  separation  of  items  is  purely  arbitrary.  We  run  them 
together  in  our  day-book. 

MR.  HUGHES :  I  offer  in  evidence  the  statement  for  1903, 
of  the  advertising  department. 

(Papers  marked  Exhibit  293.) 

MR.  HUGHES:  The  statement  for  1903  says  total 
$57,481.47  for  general  advertising,  $937.45  for  magazine  ad- 
vertising, $935.26  for  legal  advertising,  $910.31  for  outside  ex- 
penses, $2,299.68  for  Boston  Publishers'  Bureau. 

THE  WITNESS :     Yes,  publicity  bureau. 

MR.  HUGHES: 

$5,169.67  for  telegrams  and  reading  notices. 
137.50  for  insurance  papers. 
57.22  for  subscriptions. 
460.00  foreign. 


$48,388.56    Total. 
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Insurance    Department    and    report    and    trustee    readers, 
$7,847-32. 

$56,235.88    Total. 
I  also  offer  the  year  1902. 

(Paper  marked  Exhibit  294.) 

MR.  HUGHES:  The  total  is  $61,251.71,  comprised  of  the 
following  items : 

Legal    $6,268.27 

Outside 881,000.89 

Insurance    11,318.04 

Telegraph  and  reading ' 14,782 .02 

General    20,000.89 

Subscription    348.20 

Foreign    661 .95 

Q.  Now,  you  had  some  things  which  you  wish  to  explain 
about  that?    A.  No. 

Q.  What  are  those  trustee  readers?  A.  Those  were  a  very 
small  part  of  that  item,  probably  a  hundred  dollars  that  they 
were  reading  notices  sent  out  to  newspapers  and  paid  for. 

Q.  What  did  they  relate  to?  A.  Probably  to  the  trustees, 
if  that  is  the  way  it  is  entered. 

Q.  Notices  at  the  time  of  the  election  of  the  trustees,  de- 
scription, biographical  and  so  on?  A.  I  suppose  so;  I  could 
tell  you  if  I  could  refer  to  the  books. 

MR.  HUGHES:  I  should  like  to  have  a  statement  pre- 
pared by  the  proper  officer  of  the  company  which  will  show 
the  total  advertising  divided  in  some  such  way,  if  that  is  prac- 
ticable,  to  account  for  the  three  hundred  and  twenty  odd 
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thousand  dollars  in  the  published  report.  Apparently  this 
witness  is  unfamiliar  with  the  matter  beyond  the  advertising 
in  the  United  States  and  Canada. 

Q.  I  am  informed  that  you  know  about  the  mail  order 
business,  that  is  the  coupons  which  are  filled  out  taken 
from  the  advertisements  that  appear  in  the  papers  and  mag- 
azines and  come  to  the  home  office,  what  is  done  with  those? 
A.  Those  are  sent  to  the  manager  from  whose  territory  the 
coupon  originates,  in  whose  territory  it  originates.  I  have 
got  a  statement  here  with  every  coupon  we  ever  received. 

Q.  You  have  got  a  statement  showing  the  extent  of  that 
business?  A.  Yes,  exactly  (producing  paper).  That  is  up 
to  October  14th. 

MR.  HUGHES:    I  offer  that  in  evidence, 

(Marked  Exhibit  295.) 

Q.  Then  I  infer  from  this  paper  that  in  the  twelve  months 
of  1904,  223  applicants  who  sent  coupons  to  the  home  office 
were  referred  to  C.  H.  Raymond  &  Company?  A.  Those 
were  not  applicants — coupons  for  information. 

Q.  Applicants  only  in  the  sense  they  were  persons  who  ^ent 
in  requests  for  information  through  the  coupon  system?  A. 
Yes,  sir,  out  of  a  total  of  37 

Q.  Out  of  a  total  of  3,714,  the  rest  being  in  other  territories? 
A.  Yes. 

Q.  And  during  the  year  1905  to  October  14th  there  were 
254  such  requests  for  information  in  New  York  City,  which 
were  also  referred  to  C.  H.  Raymond?  A.  Yes,  sir,  that  is 
correct. 

Q.  With  regard  to  the  poHcy  of  the  company  in  making 
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such  references,  I  suppose  you  have  no  information?  A. 
Well,  we  did  not  begin  to  get  coupons  until  the  early  part  of 
1904,  and  I  first  handed  them  out  through  agents  of  the  com- 
pany that  would  come  around  and  I  found  after  they  began 
to  come  in  quantities  that  that  was  going  to  involve  us  in 
a  lot  of  detail ;  then  they  would  report  on  cases ;  of  course,  we 
kept  an  account  of  every  coupon  sent  in  and  we  know  just 
exactly  what  percentage  and  how  much  is  written  on  those 
coupons  by  the  agents,  but  we  could  not  get  any  reports  from 
those  local  agents;  so,  they  worked  under  Raymond  and  I 
sent  them  down  to  Mr.  Raymond  and  then  sent  them  off  to 
those  other  managers  through  the  United  States  and  Canada. 
Q.  Why  was  that  done?  When  a  man  lived  in  the  City 
of  New  York — why  didn't  you  deal  with  him  at  the  home 
office?  A.  I  found  by  inquiry  of  other  life  insurance  com- 
panies that  were  using  this  method  in  getting  inquiries  that 
all  inquiries  were  referred  by  them  to  their  agents  in  the 
field ;  and  after  a  conference  with  some  of  our  people  I  became 
convinced  that  it  was  impossible  to  do  any  amount  of  busi- 
ness with  direct  correspondents ;  we  occasionally  get  a  coupon 
from  a  man  who  says — who  requests  us  not  to  send  an  agent 
to  see  him.  In  that  case  we  instruct  the  manager  not  to  send 
an  agent  to  see  the  fnan  who  makes  this  request,  and  endeavor 
to  write  him  by  mail.  Now  I  have  never  known  of  a  case  of 
that  kind  being  written — that  is,  of  a  case  being  closed.  Of 
course  in  this  total  number  of  coupons  we  have  got  to  throw 
out  all  the  people  who  are  physically  ineligible  for  life  in- 
surance, and  that  constitutes  a  very  large  number — a  very 
large  percentage,  and  all  people  engaged  in  hazardous  occu- 
pations, locomotive  firemen,  engineers,  men  who  work  in 
mines,  men  in  work  over  emery  wheels  and  around  grind- 
stones. They  state  their  occupation,  and  coupons  got  from 
men  of  that  kind  are  absolutely  useless.     Then  the  physical 
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examination  usually  throws  out  a  large  number;  so  that  it  is 
only  a  small  fraction  of  the  inquiries  that  are  insured. 

Q.  Do  you  have  a  correspondence  bureau?  A.  There  is  a 
correspondence  bureau. 

Q.  Who  is  in  charge  of  it?    A.  Mr.  Breck. 

Q.  What  is  his  salary?    A.  I  don't  know. 

MR.  HUGHES:  The  total  for  1904  for  replies  referred 
to  the  agencies  was  3,714;  1905,  4,803;  that  is  to  October 

14th. 

MR.  COX:     This  was  the  result  of  how  much  advertising? 

BY  MR.  HUGHES: 

Q.  That  was  the  result  of  advertising  in  what  papers  or 
magazines?  A.  That  was  the  result  of  the  advertising  in 
magazines. 

BY  MR.  COX: 

Q.  How  many?    A.  Oh,  we  use  about  a  dozen. 

Q.  Reading  magazines?  A.  Yes;  I  think  we  have  twelve 
now  on  our  list. 

Q.  Does  your  statement  there  show  the  cost  of  that  adver- 
tising?   A.  Oh,  yes. 

Q.  I  mean  separated?    A.  It  is  all  in  the  statement. 

Q.  What  was  it?    A.  It  was  $42,000  last  year. 

BY  THE  CHAIRMAN: 

Q.  Magazine  advertising  alone?  A.  Magazine  only,  and 
on  those  coupons,  the  records  there,  we  wrote — we  had  appli- 
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cations  of  perhaps  $1,300,000  for  life  insurance  so  far  this 
year,  we  have  had  over  a  million  and  a  half  applied  for. 

Q.  You  mean  these  3,714  replies  of  1904  cost  you  practically 
$42,000  of  advertising?    A.  Yes,  sir. 

Q.  And  resulted  $1,300,000  worth  of  business  approxima- 
tely?   A.  Approximately. 

MR.  BECK:  May  I  suggest  that  the  sole  value  of  the  ad- 
vertising does  not  lie  in  the  correspondence.  Kindly  ask  the 
witness  to  what  extent  the  advertising  strengthens  the  agent 
in  the  field.  I  think  you  will  develop  why  the  company  con- 
tinued that  policy. 

THE  CHAIRMAN :     Make  any  statement  you  choose. 

A.  This  advertising,  this  is  the  simple  thing  of  it — the  gen- 
eral publicity  and  the  encouragement  it  gives  to  the  agent. 

Q.  The  general  effects  from  advertisement  you  regard  as 
far  greater  value  than  the  coupons  you  receive?  A.  Oh,  by 
far — by  far. 

JAMES  TIMPSON,  recalled. 

BY  MR.  HUGHES : 

Q.  I  asked  you  the  other  day  to  give  to  me  two  papers  re- 
lating to  the  Brooklyn  Wharf  &  Warehouse  Company,  so 
that  you  could  give  us  the  detailed  information  regarding  it. 
That  was  asked  for;  have  you  been  able  to  do  that?  A.  I 
have  a  prospectus  that  was  issued  at  the  time  the  bonds  were 
sold  originally.  I  have  asked  the  United  States  Mortgage  & 
Trust  Company  to  prepare  a  list  of  all  the  ofificers,  directors 
and  employees. 
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Q.  They  have  not  made  that  up?  A.  They  have  not;  they 
are  making  it. 

Q.  The  same  is  true  of  the  other?    A.  Of  the  other,  yes. 

Q.  So  that  you  have  not  at  the  moment  much  additional 
information  to  what  you  had  the  other  day?    A.  Very  little. 

Q.  There  are  one  or  two  points  I  would  like  to  ask  you 
about,  and  perhaps  you  might  be  able  to  testify  to  them  at 
present.  In  the  first  place,  with  regard  to  the  Washington 
Electric — the  original  company  was  named  the  Washington 
Traction  and  Electric  Company?    A.  That  is  right,  sir. 

Q.  Did  the  United  States  Mortgage  &  Trust  Company  loan 
the  paoney  which  was  required  to  enable  those  interested  in 
the  syndicate  to  purchase  the  securities  of  the  combining  com- 
panies pending  the  issue  of  the  bonds?  A.  Not  to  my  recol- 
lection; that  may  be  the  case;  I  cannot  testify  to  it. 

Q.  What  was  your  connection  with  the  matter?  A.  Merely 
as  director  of  the  United  States  Mortgage  &  Trust  Company, 
attending  meetings. 

Q.  Do  you  represent  the  Mutual  Life  upon  the  Board  of 
the  United  States  Mortgage  &  Trust  Company?  A.  I  think 
you  might  state  that  as  a  fact;  yes,  sir. 

Q.  You  were  not  put  in  there  because  of  your  personal  in- 
terest, but A.  No,  sir,  not  at  all. 

Q.  Not  as  a  personal  stockholder,  but  because  you  are  an 
officer  of  the  company  representing  a  company,  to  wit,  the 
Mutual  Life  Insurance  Company  of  New  York,  which  is  a 
very  large  stockholder?  A.  I  should  think  that  was  right, 
sir. 

Q.  And  in  connection  with  this  matter  the  flotation  of  these 
Washington  Electric  securities,  you  represented  in  various 
committees  the  United  States  Mortgage  &  Trust  Company? 
A.  I  attended  the  meetings  of  the  executive  committee — you 
ask  if  I  represented  the  committees. 
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Q.  You  are  a  member?  A.  I  am  a  member  of  the  execu- 
tive committee  of  the  Mortgage  Company,  yes,  sir;  the  Fin- 
ance Committee. 

Q.  Didn't  the  United  States  Mortgage  &  Trust  Company 
make  a  loan  of  twelve  millions  of  dollars  in  that  case  ?  A.  My 
recollection  is  that  the  United  States  Mortgage  &  Trust  Com- 
pany offered  for  sale  twelve  millions  of  bonds. 

Q.  And  pending  the  sale  of  the  bonds  loaned  twelve  mill- 
ions of  dollars?    A.  I  think  not. 

Q.  How  much  do  you  recall  that  they  loaned  ?  A.  I  do  not 
recall,  but  I  am  very  sure  that  is  not  the  fact. 

Q.  Do  you  remember  whether  or  not  the  stock  of  the  Wash- 
ington Traction  &  Electric  Company,  the  original  company 
which  was  formed  through  this  combination,  was  offered  for 
general  sale?    A-  No,  sir,  it  was  not. 

Q.  Who  took  the  stock?  A.  The  stock  went  to  various  in- 
dividuals, Mr.  Hughes;  I  cannot  tell  you  that  offhand. 

Q.  It  was  not  generally  available?  A.  No,  sir;  I  think 
not. 

Q.  It  was  thought  to  be  a  good  thing,  wasn't  it?  A.  I  think 
so,  I  bought  some. 

Q.  It  was  taken  by  insiders,  in  other  words?  A.  Insiders 
and  outsiders.     I  took  some,  as  I  testified  the  other  day. 

Q.  What  price  did  those  who  were  allowed  to  buy  the  stock 
pay  for  it?    A.  I  paid  fifteen  dollars  for  mine,  sir. 

Q.  Was  that  the  general  price?  A.  I  think  higher  prices 
were  paid  for  some  of  it. 

Q.  What  was  the  higher  price  that  was  paid?  A.  I  un- 
derstand that  i8  and  even  20  was  paid  for  some  of  the  shares. 

Q.  Didn't  Mr.  McCurdy  subscribe  for  some,  Mr.  R.  A. 
McCurdy  ? 
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MR.  HUGHES:  Mr.  Beck  hands  me  a  note  from  Mr. 
Richard  A.  McCurdy,  which  I  will  read  upon  the  record,'  as 
Mr.  McCurdy  is  not  here  at  the  moment.  It  is  in  the  nature 
of  a  correction  of  his  testimony: 

"New  York,  October  24,  1905. 
"Dear  Mr.  Beck: 

"The  other  day  when  I  was  testifying  I  think  that  I  stated 
that  I  had  no  personal  interest  in  the  Washington  Traction 
Company.  I  had  before  me  a  list  of  my  various  .holdings 
which  went  back  only  five  years,  which  was  in  accordance 
with  your  request,  and  I  depended  upon  that  list,  but  it  did 
not  mention  this  company;  it  quite  slipped  my  memory  that 
more  than  five  years  ago  I  purchased  some  stock  in  the  Wash- 
ington Traction  Company,  and  I  believe  I  also  bought  some 
of  its  bonds,  both  bonds  and  stock,  however,  were  sold  some 
years  ago.  I  would  be  very  glad  if  you  would  at  the  proper 
time  call  the  attention  of  the  committee  to  my  desire  to  cor- 
rect my  testimony  so  it  will  conform  to  the  facts  herein  stated. 
"Very  truly  yours, 

"Richard  A.  McCurdy. 

"Hon.  James  M.  Beck,  New  York." 

Q.  What  stock  did  Mr.  McCurdy  buy  ?  A.  My  recollection 
is  it  was  500  shares,  but  I  am  testifying  from  memory 

Q.  At  what  price  did  he  buy  it?    A.  I  think  he  paid  15. 

Q.  And  when  was  that  bought?  A.  I  think  the  date  was 
1899.  It  was  at  the  time  of  the  formation  of  the  Washington 
Traction  Company. 

Q.  Was  it  not  in  advance  of  the  flotation  of  the  bonds  ?  A.  It 
may  or  may  not  have  been. 
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Q.  Well,  think  for  a  moment.  Was  it  not  before  the  bonds 
were  put  on  pubUc  sale  that  you  and  he  and  others  subscribed 
for  stock  at  15?  A.  I  think  the  chances  were  that  it  was 
after  that,  but  I  cannot  testify  from  recollection;  I  have  no 
recollection. 

Q.  Did  Mr.  R.  H.  McCurdy  take  stock?  A.  Not  that  I 
know  of. 

Q.  Who  else  connected  with  the  Mutual  Life  took  stock  r 
A.  That  I  could  not  tell  you. 

Q.  Did  Mr.  George  W.  Young  take  stock?  A.  I  think  he 
did. 

Q.  At  what  price?  A.  I  could  not  tell  you.  I  presume 
at  15.     It  may  have  been  more  or  less. 

Q.  Was  not  15  the  price  at  which  those  who  were  privileged 
to  buy!  stock  in  this  enterprise  got  it  or  did  anybody  get  it  for 
less?  A.  I  don't  think  anybody  got  it  for  less,  and  as  I  have 
testified  already,  I  think  some  paid  more. 

Q.  And  the  general  pubUc  got  no  chance  to  get  it  at  all? 
A.  I  think  it  was  not  a  matter  that  concerned  the  general 
public  at  all. 

Q.  When  the  bonds  were  put  upon  the  market  how  freely 
were  they  taken  by  the  public?  A.  I  think  about  half  of  the 
issue  was  subscribed  for. 

Q.  That  is  six  millions?  A.  No,  something  under  six  mill- 
ions, between  forty-five  and  fifty  per  cent.,  my  recollection  is. 

Q.  Well,  are  you  sure  it  was  as  large  a  percentage  as  that  ? 
A.  I  think  it  was  45  per  cent.,  sir. 

Q.  The  authorized  issue  was  twenty  million  dollars  and 
the  amount  issued  was  twelve  million  dollars?  A.  That  is 
right. 

Q.  And  of  that  twelve  million  dollars  forty-five  or  fifty 
per  cent,  was  taken  by  the  public  ?    A.  That  is  right. 
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Q.  And  the  rest  has  to  be  taken  by  the  syndicate  ?  A;  That 
is  right 

Q.  In  other  words,  the  public  offering  to  the  extent  of 
fifty  or  fifty-five  per  cent,  failed?    A.  Yes. 

Q.  Now,  the  Mutual  Life  took  out  its  entire  syndicate  hold- 
ing of  $2,000,000?    A.  It  did,  it  withdrew  them. 

Q.  Did  it  withdraw  them  before  or  after  the  failure  of  the 
pulbic  flotation?    A.  It  withdrew  them  before. 

Q.  How  long  before?  A.  That  I  cannot  testify  ofifhand. 
Some  few  days,  I  imagine. 

Q.  Some  what?  A.  I  don't  know,  I  cannot  testify  to  that, 
sir.  Some  few  days  or  weeks,  I  cannot  testify  to  that  without 
referring  to  the  papers. 

Q.  Do  you  recall  how  soon  it  was  after  the  failure  of  the 
public  flotation  that  the  stock  was  sold  by  those  who  had 
taken  it  on  the  subscription  at  15?    A.  No,  sir. 

Q.  Did  you  sell  your,  stock?    A.  I  did. 

Q.  Did  you  sell  it  about  that  time?  A.  I  sold  it  some  little 
time  after,  I  think,  Mr.  Hughes. 

Q.  Did  Mr.  McCurdy  sell  his  stock?  A.  I  don't  know 
what  he  did  with  his  stock.     I  think  he  did. 

Q.  Don't  you  know  what  he  did  with  it?  A.  I  think  he 
sold  it. 

Q.  Do  you  know  to  whom?    A.  No. 

Q.  Do  you  know  for  what  he  sold  it?  A.  I  cannot  testify 
with  knowledge  upon  that  subject. 

Q.  Well,  probably  there  is  no  one  better  posted  than  you 
on  the  subject.  What  was  it?  A.  To  the  best  of  my  recol- 
lection he  got  30  for  it. 

Q.  Who  paid  him  30  for  it  ?    A.  I  don't  know. 

Q.  Do  you  know  who  was  the  purchaser?  A.  I  think  it  is 
very  likely  it  was  Mr.  George  W.  Young,  but  I  am  not  testifying 
from  knowledge  of  the   fact. 
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Q.  Was  it  taken  off  Mr.  McCurdy's  hands  because  of  the  dis- 
appointment at  the  sale  of  the  bonds?    A.  I  think  not. 

Q.  Or  was  it  taken  off  his  hands  because  he  was  dissatisfied 
with  the  enterprise?    A.  I  don't  know. 

Q.  You  were  very  close  to  the  transaction,  were  you  not?  A. 
I  was  there  at  the  time;  yes,  sir. 

Q.  Was  there  anybody  that  knew  more  about  it  than  you? 
A.  I  knew  nothing  about  it  at  the  time. 

Q.  Is  it  not  a  fact,  Mr.  Timpson,  that  when  it  appeared  that 
the  public  would  not  take  these  bonds  that  Mr.  McCurdy  ex- 
pressed dissatisfaction  with  the  matter  and  wanted  to  get  rid 
of  his  stock,  and  the  stock  was  taken  off  his  hands  at  30  to  give 
him  a  profit?  A.  It  may  be  a  fact,  but  I  have  no  knowledge 
of  it. 

Q.  You  are  not  in  a  position  to  deny  it  ?  A.  No,  sir ;  I  cannot 
deny  it  or  affirm  it. 

Q.  Was  it  after  that  that  the  Mutual  took  another  million 
dollars  of  the  bonds?    A.  Yes,  sir — after  what? 

Q.  After  the  sale  of  the  stock?  A.  I  don't  know  when  he 
sold  the  stock. 

Q.  You  don't  know  about  the  time?    A.  No,  sir. 

Q.  I  think  you  gave  me  the  other  day  the  date  of  the  addi- 
tional purchases  of  $1,000,000?    A.  Yes. 

Q.  I  think  it  was  about  a  year  later?  A.  It  was  about  a  year 
later  than  the  original  purchase. 

Q.  Is  not  that  something  which  will  enable  you  to  refresh 
your  recollection  on  the  matter?  A.  No,  sir.  I  did  not  see  any 
connection  between  them  at  all,  sir. 

Q.  Let  me  repeat  the  question  I  put  to  you  the  other  day.  What 
led  the  Mutual  Life  to  im'^est  another  million  dollars  in  the  bonds 
of  this  company  when  the  public  had  failed  to  take  the  bonds  and 
the  members  of  the  syndicate  had  been  compelled  to  take  them 
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to  the  extent  that  the  public  did  not  buy  them?    A.  As  I  testi- 
fied  

MR.  BECK:  Do  you  want  to  see  the  minutes  of  the  Finance 
Committee  ? 

MR.  HUGHES :  I  thinlc  Mr.  Timpson  knows  more  about  it 
than  the  Finance  Committee.  If  he  does  not  know,  of  course,  he 
can  testify  that  he  does  not  know. 

THE  WITNESS :  The  matter  was  pfesented  to  the  Finance 
Committee  and  they  authorized  the  purchase,  and  as  I  testified 
the  other  day,  the  results  have  been  very  profitable  to  the  com- 
pany. A  net  profit  to  the  company  was  made  on  the  transaction 
showing  over  $500,000. 

Q.  That  net  profit  results  largely  from  a  sale  you  have  con- 
summated within  a  couple  of  months?  A.  Yes,  but  the  sale 
would  not  have  been  possible  before  that,  as  the  bonds  had  not 
reached  those  figures. 

Q.  But  there  was  very  little  prospect  of  that  result  at  the  time 
this  million  dollars  was  taken  ?    A.  I  don't  know,  sir. 

Q.  You  took  at  76?    A.  Yes. 

Q.  A  drop  of  eighteen  points?    A.  .Yes. 

Q.  And  after  the  public  had  refused  to  take  the  bonds?  A. 
Yes,  sir. 

Q^  What  member  of  the  Finjmce  Committee  proposed  that  in- 
vestment ?  A.  Have  you  the  minutes  of  the  Finance  Committee 
.  there,  Arthur  ? 

These  are  from  the  minutes  of  the  Finance  Committee  of  June 
26th,  shall  I  read  them? 

(Book  produced.) 
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Q.  Can  you  tell  me  that,  who  proposed  the  purchase  of  these 
bonds  ?  A.  The  treasurer  reported  that  the  United  States  Mort- 
gage &  Trust  Company  were  willing  to  sell  one  million  dollars 
of  the  Washington  Traction  &  Electric  Company  4^  per  cent, 
bonds  at  76%  and  interest.  After  discussion  purchase  of  the 
bonds  was  referred  to  the  president  and  treasurer  with  power. 
Shall  I  give  you  the  members  present? 

Q.  No,  because  it  seems  to  have  been  referred  to  the  president 
and  treasurer  with  power.  Subsequently  did  the  president  and 
treasurer  consummate  the  purchase  under  that  authority?  A. 
They  certainly  did;  yes,  sir. 

Q.  Is  this  which  I  now  show  you  the  plan  and  agreement  of 
reorganization  of  the  Washington  Traction  &  Electric  Company? 
A.  It  seems  to  be,  sir. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 
(Exhibit  marked  296  for  identification.) 

Q.  You  were  a  member  of  the  Committee  on  Reorganization? 
A.  I  was. 

Q.  And  you  represented  what  interests  as  a  member  of  that 
committee?    A.  I  suppose  I  represented  the  Mutual  Life. 

Q.  I  notice  that  by  recapitulation  of  the  plan  of  agreement  of 
reorganization  there  were  to  be  used  for  the  purposes  of  reor- 
ganization or  by  the  new  company  $327,250  new  four  per  cent, 
bonds.  Were  those  received  by  the  committee?  A.  I  think 
they  were.  My  recollection  at  this  time  is  that  they  were  re- 
turned to  the  new  company  at  the  expiration  of  the  reorganiza- 
tion, I  don't  think  they  were  ever  used. 

Q.  There  were  also  to  be  used  $98,900  of  new  five  per  cent, 
preferred  stock  and  $115,600  of  new  common  stock.  Were 
those  received  by  the  committee?    A.  Yes,   sir. 
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Q.  For  what  purpose  were  they  used  ?    A.  Well,  Mr.  Hughes, 
I  would  rather  refer  to  the  record  before  testifying  upon  it. 
Q.  Were  you  a  member  of  the  committee?    A.  Yes,  sir. 

Q.  Was  not  that  used  for  the  purposes  of  the  committee?  A. 
It  was. 

Q.  Was  it  not  divided  among  the  members  of  the  committee? 
A.  From  my  recollection  I  would  rather  not  testify  about  it. 

Q.  You  know  whether  you  got  a  share  of  it?  A.  I  know  T 
got  a  share  of  it. 

Q.  You  got  five  thousand  of  it,  didn't  you?  A.  I  cannot  tes- 
tify from  recollection. 

O.  Well,  can  you  tell  approximately?  A.  I  don't  think  the 
committee  received  any  of  that  as  compensation,  I  think  they  got 
it  as  compensation  or  a  voting  trust  for  that  property  which 
is  still  in  existence. 

Q.  What  did  you  get  of  this,  if  you  can  now  recollect?  A.  I 
cannot  now  recollect. 

Q.  Was  it  not  divided  into  five  equal  parts?  A.  I  cannot 
recollect. 

Q.  Did  you  keep  all  you  got?    A.  No. 

Q.  What  did  you  do  with  it?    A.  Sold  it. 

Q.  Did  you  keep  the  money  you  got  for  it?  A.  I  imagine  I 
spent  most  of  that. 

Q.  What  I  want  to  get  at  is  what  you  did  with  the  proceeds. 
Did  you  divide  it  with  any  one?    A.  No. 

Q.  Divide  it  with  any  officer,  or  give  any  part  of  it  to  any 
officer  of  the  Mutual  Life?    A.  I  did  not. 

Q.  Did  you  account  to  the  Mutual  Life  for  the  moneys  you 
got  for  representing  it  on  the  committee?  A.  I  did  not  get  it 
as  representing  the  Mutual  Life.  I  got  the  securities  as  a  mem- 
ber of  the  voting  trust  and  for  services  to  come,  which  we  have 
rendered  for  several  years. 
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Q.  And  you  kept  the  money  as  compensation  for  those  services  ? 
A.  Yes,  sir. 

Q.  Did  it  amount  to  as  much  as  $30,000?  A.  No,  nothing 
like  that. 

Q.  You  can  get  that  information?    A.  Yes. 

MR.  HUGHES :  We  will  suspend  on  that  for  a  time.  Mr. 
Hegeman,  will  you  take  the  stand? 

JOHN  R.  HEGEMAN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

THE  CHAIRMAN:  I  would  like  to  give  notice  now  that 
when  we  adjourn  for  the  afternoon  it  will  be  until  10  o'clock 
to-morrow  morning  instead  of  10.30  as  usual. 

BY  MR.  HUGHES: 

Q.  You  are  the  president  of  the  Metropolitan  Life  Insurance 
Company?    A.  I  am. 

Q.  How  long  have  you  been  such?  A.  Fourteen  years  past. 
Previous  to  that,  twenty-one  years  as  vice-president. 

Q.  So  that  your  business  life  has  been  largely  devoted  to  that 
company?    A.  Nearly  all  of  it. 

Q.  Were  you  in  the  insurance  business  even  before  you  be- 
came viccTpresident  of  the  company?  A.  Four  years  with  the 
Manhattan. 

Q.  The  business  of  the  Metropolitan  Life  Insurance  Company 
is  divided  into  two  departments,  is  it  not?    A.  Yes. 

Q.  Will  you  explain  that  division  and  the  character  of  the. 
business  of  each  department?  A.  It  is  divided  into  two  depart- 
ments know  as  the  ordinary  and  the  industrial.  The  ordinary 
business  is  such  as  is  done  by  the  Mutual  Life,  Equitable  and 
New  York  Life,  except  that  we  do  it  on  a  stock  basis,  and  not 
on  the  mutual  basis. 
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Q.  Won't  you  explain  that  a  little  more  fully,  that  you  do 
it  on  the  stock  basis  and  not  on  the  mutual.  A.  A  mutual  life 
insurance  company  is  one  which  is  assumed  to  divide  all  its 
profits  among  its  policyholders.  A  stock  life  insurance  company 
or  business  sold  upon  the  stock,  basis  is  non-participating,  that 
is  it  is  non-dividend  paying.  That  forms  the  bulk  of  the  Metro- 
politan's business,  nearly  the  whole  of  it,  I  may  say,  both  in  the 
ordinary  branch  and  in  the  industrial.  That  is  a  form  of  insurance 
which  is  like  a  fire  policy,  so  much  insurance  for  so  much  money, 
and  there  it  ends.  There  is  nothing  in  the  contract  which  im- 
plies the  giving  of  dividends  either  expressed  or  implied.  It  is 
a  form  of  insurance  in  which  no  estimate  by  an  ambitious  agent 
can  be  indulged  in  because  there  are  no  estimates  to  give.  There 
is  no  disappointments  because  there  is  nothing  to  be  disappointed 
over.  We  never  have  any  complaints  in  that  business.  The 
policies  themselves  specifically  providing,  as  I  said  a  moment  ago, 
that  it  is  simply  so  much  insurance  for  a  certain  premium.  We 
have  no  understanding  or  agreement,  expressed  or  implied  as  to 
the  matter  of  dividends. 

Q.  That  applies  to  both  the  ordinary  department  and  the  indus- 
trial department?    A.  It  does. 

Q.  I  interrupted  you  as  you  were  describing'  the  ordinary  de- 
partment, and  you  had  said,  I  think,  that  the  most  of  the  business 
of  that  department  was  done  on  the  stock  basis,  that  is  it  was 
non-participating  business?    A.  Practically  the  whole  of  it, 

Q.  Then  in  your  ordinary  department  you  do  not  do  any  de- 
ferred dividend  business?    A.  Not  a  bit. 

Q.  And  even  with  your  endowment  policies  it  is  a  contract 
to  pay  a  certain  sum  of  money  on  a  certain  date  ?  A.  That  is  all 
there  is  to  it. 

Q.  And  there  is  no  right  to  any  share  of  the  surplus  upon  the 
part  of  the  one  who  takes  that  contract?    A.  None  whatever. 

Q.  And  .you  were  about  to  speak  of  the  other  department,  the 
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industrial,  and  define  its  character.  Will  you  kindly  do  so?  A. 
That  is  upon  the  same  basis. 

Q.  And  what  is  the  basis  of  the  industrial  business?  A.  The 
nature  of  the  industrial  business  is  that  it  is  a  form  of  weekly 
insurance,  adapted  to  all  ages  between  two  and  seventy.  The 
amount  of  the  infantile  ages  being  in  accordance  with  the  laws 
of  the  State  of  New  York,  premiums  collected  weekly  and  pay- 
ments made  weekly  and  being  non-dividend  paying,  as  I  have 
stated. 

Q.  Are  there  any  policies  in  your  company  which  are  partici- 
pating? A.  There  are  a  few,  a  very  few  issued,  in  what  I  think 
is  known  as  the  intermediate. 

Q.  What  is  that  department?  A.  That  is  a  department  which 
issues  policies  of  an  even  $500. 

Q.  And  only  $500?  A.  Yes,  except  that  the  policyholder  may 
take  two,  may  take  more  than  one. 

Q.  To  whom  were  these  dividends  paid  that  I  see  mentioned 
here  aggregating  .  some  $876,798  ?  A.  Nearly  all  of  them  are 
paid  to  the  industrial  policyholders. 

Q.  Are  there  any  policyholders  at  all  on  the  ordinary  side  of 
the  business  who  receive  dividends  or  are  entitled  to  them?  A. 
Only  a  very  few,  that  I  have  spoken  of  as  in  this  intermediate 
$500  policy  division,  and  perhaps  not  more  1  think  than  25  or 
30  policies  issued  thirty  years  ago  when  we  did  a  reserve  dividend 
business. 

Q.  Who  holds  those  policies  ?    A.  By  name  I  don't  know. 

Q.  Do  you  hold  any  of  them?    A.  I  do  not. 

Q.  Does  any  officer  of  the  company  hold  any  of  them  ?  A.  No, 
sir;  I  think  not. 

Q.  For  whose  benefit  is  the  surplus  of  your  company  held  ?  A. 
It  belongs  to  the  stockholders. 

Q.  I  notice  that  by  Section  i.  Chapter  437,  of  the  Laws  of 
1883,  it  is  provided:     On  the  first  day  of  January  of  each  year 
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or  within  sixty  days  thereafter,  a  valuation  of  the  liabilities  and 
assets  of  the  company  shall  be  made,  and  after  providing  for 
the  liabilities  of  the  ordinary  department,  the  net  surplus 
derived  from  the  business  of  said  department  shall  be  credited 
to  such  policy  of  said  department  as  may  be  entitled  to  participate 
in  the  surplus."  Now,  I  understand  as  a  matter  of  fact,  with 
the  exception  of  25  or  30  policies,  there  are  no  persons  entitled 
to  such  credit?    A.  Practically  none. 

Q.  Then  it  goes  on  to  say,  "That  after  providing  for  the  liabil- 
ities of  the  industrial  department  and  interest  upon  the  capital 
stock,  the  net  surplus  derived  from  the  business  of  said  depart- 
ment shall  be  added  to  the  capital  stock  as  additional  security  to 
the  policyholders."  What  is  done  under  that  provision,  if  any- 
thing? A.  Seven  per  cent,  is  paid  to  the  stockholders.  That  is 
all  they  can  receive  under  the  law.  That  was  the  legal  rate  of 
this  State  at  the  time  this  company's  charter  was  secured. 

Q.  It  says,  "The  net  surplus  derived  from  the  business  of  said 
departnjent  shall  be  added  to  the  capital  stock."  Has  anything 
been  done  by  the  way  of  adding  to  the  capital  stock  that  share 
of  the  surplus  derived  from  the  industrial  department?  A. 
Within  the  twenty-two  years — is  that  right,  1883 — within  the 
twenty-two  years  since  that  amendment  was  obtained,  an  addi- 
tion of  a  million  at  one  time  and  $500,000  at  another  was  made 
to  the  capital  stock  which  theretofore  had  been  $500,000. 

Q.  By  increasing  it?  A.  $500,000  was  paid  in  in  cash.  The 
increases  from  profits  were  altogether  a  million  and  a  half,  which 
added  to  the  original  $500,000,  made  the  capital  $2,000,000,  at 
which  it  now  stands,  which  capital  bears  7  per  cent,  interest. 

Q.  Then  the  $2,000,000  capital  that  your  company  has  now  is 
to  the  extent  of  a  million  and  a  half  representative  of  and  paid 
for  by  the  accumulated  surplus  of  your  company?  A.  It  was 
made  out  of  the  surplus. 
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Q.  Yes.  A.  It  was  not  subscribed  for  and  paid  for  in  cash? 
A.  No,  it  was  not. 

Q.  But  was  in  the  nature  of  a  stock  dividend?  A.  That  is 
right. 

Q.  The  stock  being  increased?     A.  Yes. 

Q.  What  was  the  original  capital  of  your  company?  A. 
$200,000. 

Q.  And  was  the  increase  from  $200,000  to  $500,000  also  by 
a  stock  dividend  out  of  surplus?     A.  No. 

Q.  That  was  an  increase  that  was  paid  for?  A.  You  will 
observe,  Mr.  Counsellor,  that  the  original  capital  was  $200,000 
and  that  the  charter  provided  that  when  the  gross  assets  amounted 
to  $500,000  one-half  of  the  capital  stock  might  be  retired. 

Q.  Yes.  A.  Some  time  in  the  70's  that  half  was  retired,  the 
par  value  was  paid  back  to  the  stockholders. 

Q.  That  left  an  investment  of  $100,000?  A.  Of  $100,000. 
In  1883  $400,000  in  cash  was  put  in  by  capitalists,  which  made 
the  stock  $500,000. 

Q.  Was  that  at  par?     A.  At  par. 

Q.  So  the  total  investment  has  been  $500,000?  A.  $500,000 
in  cash. 

Q.  What  is  your  share  in  that  investment?  A.  My  individual 
share  ? 

Q.  Yes.     A.  I   think  about  $275,000. 

Q.  And  you  hold  what  amount  of  stock  in  the  company?  A. 
Well.  25  divided  into  that  will  make  the  number  of  shares,  if 
that  is  vv^hat  you  mean.  The  par  value  is  $25,  and  the  par  value 
that  I  hold  I  think  is  about  $275,000. 

Q.  Out  of  the  $2,000,000?     A.  Out  of  the  $2,000,000. 

Q.  So  would  it  be  right  to  say  that  your  investment  in  the 
company  was  one-quarter  of  $275,000?     A.  Yes. 

Q.  To  what  extent  are  the  other  officers  of  the  company  stock- 
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holders  of  the  company?     A.  I  cannot  say.     Some  are  not  stock- 
holders at  all  and  none  of  them  to  any  extent. 

Q.  Take  the  members  of  your  Finance  Committee,  to  what 
extent  are  they  stockholders,  Mr.  Butcher  and  Mr.  James?  A. 
Mr.  Butcher,  I  think,  has  loo  shares  and  Mr.  James,  I  think,  has 
lOO  shares,  and  Mr.  Knapp  has  less  than  that. 

Q.  What  is  the  aggregate  amount  of  the  thirty  policies,  thirty 
or  more  policies  on  the  ordinary  plan  which  are  participating? 
A.  The  aggregate  amount  of  insurance? 

Q.  Yes.  A.  That  would  be  quite  guesswork  on  my  part,  Mr. 
Hughes. 

Q.  Well,  an  approximate  statement,  subject  to  correction? 
A.  Perhaps  $30,000  to  $40,000. 

Q.  Then  on  the  industrial  side  of  the  business  I  see  that  by 
your  report  your  outstanding  industrial  insurance  at  the  end 
of  1904  amounted  to  $1,127,889,229.  Now,  what  proportion  of 
that  was  participating?     A.  None. 

Q.  What?     A.  None. 

Q.  I  think  I  must  have  misunderstood  you  with  reference  to 
the  dividends  paid  policyholders  last  year.  It  seems  that  $876,000 
was  paid.  Was  that  paid  on  these  few  policies  you  mentioned? 
A.  No,  I  testified  I  believed  it  was  paid  on  the  industrial  busi- 
ness. 

Q.  But  the  industrial  business  in  non-participating?  A.  Well, 
by  its  terms. 

Q.  How  is  it  then  that  the  dividends  are  paid  on  the  industrial 
business  if  by  its  terms  it  is  non-participating?  A.  Because  the 
directors  of  the  company  voluntarily  pay  that  dividend  and  have 
for  the  last  eight  years,  they  have  paid  out  about  $8,000,000. 

Q.  Is  that  pursuant  to  some  rule  or  is  it  a  mere  gift?  A.  It 
is  a  gift. 

Q.  Is  it  a  gift  that  is  regulated  by  some  established  principle 
of  the  company?     A.  Only  this,  that  we  endeavor  to  keep  the 
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surplus  of  the  company  at  about  lo  per  cent,  of  its  assets,  and 
that  being  a  mutual  company,  and  having  the  right,  as  we  be- 
lieved, to  employ  the  surplus  that  way,  we  have  given  it  to  the 
industrial  policyholders  in  various  forms. 

THE  CHAIRMAN :  You  said  being  a  mutual  company.  I 
suppose  you  mean  a  stock  company? 

THE  WITNESS:  Did  I  say  a  mutual  company?  I  beg 
your  pardon,  I  mean  a  stock  company.  We  have  reduced  the 
rate,  we  have  given  these  cash  dividends  every  year.  We 
have  given  them  extended  insurance.  We  have  given  them 
mortuary  dividends.  We  have  in  times  of  fire  and  flood  and 
and  epidemics  very  much  liberalized  the  policy,  standing  by 
our  policyholders  during  all  those  times  of  trial  and  trouble 
and  in  this  way  we  have  used  within  the  last  eight  years  about 
eight  million  dollars  which  has  been  a  matter  of  grace  entirely 
apart  from  any  obligations  imposed  by  the  contracts. 

Q.  You  commenced  that  policy  about  1897,  apparently  from 
the  figures  here?      A.  Somewhere  thereabouts. 

Q.  In  other  words  I  find  in  1896,  the  dividends  to  policy- 
holders amounted  to  $500,469  and,  in  1897  to  $517,513.     A.  Yes. 

Q.  And  they  have  remained  in  the  neighborhood  of  five 
hundred  or  six  hundred  thousand  dollars  from  that  time  until 
1903  and  then  in  1904  they  amounted  to  $876,000.  Those 
were  voluntary  donations  to  industrial  policyholders?  A. 
Absolutely,  sir. 

Q.  But  you  regard  the  surplus  of  your  company  which  is 
figured  here  at  the  end  of  1904  at  $14,835,741.  A.  Of  which 
$2,000,000  is  capital. 

-Q.  Of  which  $2,000,000  is  capital,  as  the  property  to  the  ex- 
tent of  the  remainder,  $12,835,741 — the  property  of  the  stock- 
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holders  with  the  exception  of  some  $30,000  of  insurance  which 
may  be  participating  according  to  its  terms?      A.  Yes. 

Q.  Can  you  tell  me  approximately  what  amount  of  stock  is 
held  by  the  officers  of  your  company?  A.  I  cannot.  I  can 
ascertain,  Mr.  Hughes,  but  I  don't  know  offhand. 

Q.  We  have  already  had  it  stated A.  I  have  no  knowl- 
edge about  it. 

Q.  But  in  order  that  there  may  be  no  misunderstanding  will 
you  state  who  were  on  your  Finance  Committee  ?  A.  General 
Thomas  L.  James,  Silas  B.  Butcher  and  Joseph  B.  Knapp. 

Q.  I  notice  by  your  annual  report  of  December  31,  1904,  that 
nothing  is  said  as  to  any  collateral  loans  of  your  company. 
Did  you  have  any  at  that  time  ?     A.  We  did. 

Q.  What  is  it  that  the  collateral  loans  that  were  outstand- 
ing, the  amount  of  your  assets  represented  as  collateral  loans, 
are  not  stated  in  your  annual  report?  A.  On  the  last  day  of 
the  year  I  sold  and  transferred  those  collateral  loans  for  the 
sole  and  only  purpose  of  keeping  away  a  horde  of  applications 
for  call  loans  from  the  Wall  Street  district. 

Q.  Do  you  have  a  horde  of  applications?  A.  We  have  them 
innumerable. 

Q.  Why  don't  you  encourage  them?  A.  Well,  they  are 
troublesome  and  unprofitabld. 

Q.  Are  not  they  profitable  if  you  can  loan  money  at  the  cur- 
rent market  rate?     A.  Not  when  you  can  do  better. 

Q.  Well,  you  do  not  discourage  collateral  loans?  A.  I  have 
not  tried,  Mr.  Hughes,  to  cultivate  that  branch  of  the  business. 
It  would  have  required  the  engagement  of  a  competent  clerk 
familiar  with  that  business,  the  substitution  constantly  of  col- 
lateral which  is  going  on,  the  putting  into  the  office  of  a  ticker, 
which  I  did  not  want  around,  and  I  never  have  cared  to  be 
known  as  a  loaning  company. 

Q.  As  a  matter  of  fact  you  carry  a  large  number  of  collateral 
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loans  through  the  year,  don't  you?  A.  Within  the  last  few 
years  we  have  carried  quite  a  sum  of  loans  made  principally 
to  railroads,  but  not  to  stock  houses. 

Q.  Why  is  it  that  you  carry  the  loans  through  the  year, 
close  them  out  of  December  31st,  and  then  start  them  again  on 
January  2d,  of  the  next  year.  A.  Just  for  the  reason  I  have 
given  you,  so  as  not  to — our  reports  are  in  the  offices  of  all 
the  bankers  and  brokers  down  town.  They  call  to  me  on  the 
telephone  and  ask  if  I  will  loan  them  a  million  dollars  or 
$500,000  or  some  other  sum  and  I  tell  them  that  it  is  not  our 
practice  to  make  Wall  Street  loans. 

Q.  What  is  the  objection,  I  do  not  understand  it,  if  you  can 
loan  your  money  profitably?  A.  I  can  do  better  with  the 
money  buying  bonds  and  stocks  and  by  putting  it  out  on 
mortgages. 

Q.  You  yourself  have  been  a  borrower  from  your  company? 
A.  Once  in  thirty-five  years,  that  is  one  series  of  loans  during 
1903  and  1904 ;  I  think  they  ran  a  little  over  a  year. 

Q.  I  notice  here  in  1904 — I  am  referring  to  the  sheet  of  col- 
lateral loans  furnished  by  your  company  under  date  of  January 
2,1904,3  loan  of  forty  thousand  dollars,  under  date  of  February 
2d,  a  loan  of  ten  thousand  dollars,  under  date  of  March  7th  a 
loan  of  ten  thousand  dollars,  and  under  date  of  September  7th, 
a  loan  of  twenty-two  thousand  dollars.  Were  those  loans  all 
obtained  by  you  from  the  company?  A.  I  don't  think  they 
were. 

Q.  At  one  and  a  half  per  cent,  interest?  A.  Yes,  all  on 
cliarge  collateral ;  and  have  been  all  since  discharged. 

Q.  That  loan  of  forty  thousand  dollars  on  January  2,  1904, 
was  really  a  loan  which  had  been  made  in  1903,  had  it  not? 
A.  Possibly. 

Q.  If  you  will  look  at  the  list  of  loans  of  July  28,  1903,  J.  R. 
Hegeman,  one  and  a  half  per  cent,  thirty  thousand  dollars. 
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August  5,  1903,  one  and  a  half  per  cent.,  ten  thousand  dollars, 
that  is  forty  thousand  dollars  isn't  it  ?     A.    Yes. 

Q.  That  appears  to  have  been  paid  off  on  December  31,  1903, 
and  on  January  2,  1904,  a  loan  of  forty  thousand  dollars  at  the 
same  rate  again  appears?      A.  Yes. 

Q.  What  was  the  reason  for  paying  it  off  on  December  31st, 
and  borrowing  it  again  on  January  2d?  A.  It  was  brought 
in  as  well  as  all  the  other  loans  and  sold  at  the  end  of  Decem- 
ber for  the  reason  I  have  stated. 

Q.  To  whom  was  it  sold?  A.  Sold  to  Vermilye  &  Com- 
pany. 

Q.  Was  it  bought  back  again  on  January  2d?  A.  Yes,  it 
was. 

Q.  What  was  the  reason  of  selling'  it  out  on  December  31st 
and  buying  them  back?  A.  The  reason  I  stated,  to  keep  the 
company  from  further  applications  for  Wall  Street  loans. 

O.  Wouldn't  it  be  better  to  loan  on  Wall  Street  than  to  an 
officer  at  one  and  one-half  per  cent?  A.  Not,  if  that  was  the 
rate. 

Q.  Would  you  say  that  this  rate  of  interest  was  not  changed 
during  the  period  of  the  loan?     A.  It  was  not. 

Q.  Was  the  market  rate  of  money  one  and  a  half  per  cent, 
from  July  28,  1903,  to  December  30,  1904?  A.  It  was  lower 
part  of  the  time. 

O.  Wasn't  it  higher  most  of  the  time  ?    A.  I  cannot  say. 

Q.  Wasn't  it  higher  a  very  large  part  of  the  time  ?  A.  I  can- 
not say. 

Q.  What  led  you  to  borrow  money  from  the  Metropolitan  Life 
Insurance  Compa.ny  at  that  low  rate  of  interest?  A.  As  I 
wanted  the  money  and  consulted  with  one  of  the  members  of  the 
Finance  Committee. 

Q.  Who  was  that?    A.  Mr.  Dutcher. 
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Q.  Mr.  Butcher  himself  had  loans  from  the  Metropohtan,  did 
he  not?    A.  He  did. 

Q.  And  for  how  long  a  time  had  he  the  loans?  A.  I  think 
they  had  been  running  for  several  years. 

Q.  And  in  what  amount?  A.  The  schedule  shows;  I  do  not 
remember. 

O.  I  notice  here  in  1902,  January  2,  1902,  S.  B.  Dutcher, 
$78,500;  January  20,.  1902,  $20,000;  June  18,  1902,  $25,000; 
November  10,  1902,  $3,000,  all  at  two  per  cent,  interest.  Now, 
it  appears  that  the  $78,500  loan  was  paid  on  December  30,  1902, 
and  then  on  January  2,  1903,  we  find  here,  S.  B.  Dutcher,  two 
per  cent.,  $90,500;  at  the  end  of  the  year  that  that  $90,500  ap- 
peared to  have  been  paid  on  January  20,  and  on  January  7,  1904. 

THE  CHAIRMAN :  You  mean  that  loan  was  paid  on  Janu- 
ary 20th? 

MR.  HUGHES :  That  is  the  way  it  appears  here — no. 
January  20th,  $4,000  was  paid,  and  March  26th,  $1,500;  April 
6th,  $8,500,  and  December  31st,  $86,500;  then  $86,500  having 
been  paid  on  December  31,  1903,  on  January  2,  1904,  there  is 
another  loan  to  S.  B.  Dutcher  of  $86,500. 

A.  That  was  the  agg'regate  of  the  loan. 

Q.  That  is  put  in  one  item  here;  there  are  some  others?  A. 
Aggregate  of  all  the  previous  loans. 

Q.  The  amount  outstanding  at  that  time?    A.  Yes. 

Q.  There  was  some  other  made  following  January  2d,  but 
taking  the  $86,500,  it  had  been  standing  for  some  time,  had  it? 
A.  As  the  record  shows ;  I  don't  know  from  memory. 

Q.  It  ran  during  the  year  1904  for  that  amount?  A.  I  think 
it  did. 

Q.  At  two  per  cent,  interest?    A.  Yes. 
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Q.  Now,  that  amount,  $86,500,  at  the  end  of  1903,  was  closed 
with  other  loans  by  yourself  to  Vermilye  &  Company  and  then 
bought  back  on  January  2,  1904 — was  that  for  the  same  reason 
to  prevent  your  being  crowded  with  applications  for  loans  from 
Wall  Street  ?  A.  For  no  other  reason  in  the  world.  I  might 
say,  Mr.  Hughes,  that  Mr.  Dutcher  has  been  an  exceedingly  valu- 
able auxiliary  of  the  company;  he  has  been  a  director  for  nearly 
thirty  years;  he  is  an  experienced  banker,  and  cautious  coun- 
sellor, has  a  wide  acquaintance  throug'hout  the  country,  and  is 
a  very  effective  speaker  upon  his  feet.  One  of  the 
secrets  of  success  of  the  Metropolitan,  and  it  is  generally  con- 
ceded that  it  has  been  a  remarkably  successful  company,  has 
been  the  enthusiasm  which  has  been  maintained  among  its  field 
force,  of  which  it  has  about  fifteen  thousand  men.  That  enthu- 
siasm has  been  sustained  by  constant  contact  with  the  officers 
of  the  company  and  that  contact  has  come  about  through  con- 
ventions which  we  hold  all  over  the  United  States  and  Canada, 
constantly,  where  we  meet  men  from  a  hundred  to  a  thousand 
at  a  time.  We  tell  them  what  our  plans  are,  we  explain  any- 
thing new  that  we  have  adopted,  any  new  rates,  go  into  all  the 
affairs  of  the  company  that  would  bear  upon  their  being  more 
effective  in  business,  and  at  all  these  conferences  held  in  this 
neighborhood — Brooklyn,  New  York,  Newark,  Trenton,  New 
Haven,  Albany,  wherever  we  have  needed  the  services  of  Mr. 
Dutcher  we  have  sent  for  him  and  asked  him  to  go,  and  he  has 
gone,  times  without  number,  a  great  many  times  during  a  year; 
and,  being  the  oldest  director,  oldest  in  point  of  years  and  oldest 
in  point  of  service,  his  word  has  carried  weight;  he  has  spoken 
as  with  authority,  he  has  done  us  a  great  deal  of  good  and  we 
have  always  felt  that  whenever  the  opportunity  came  by  which 
we  could  reciprocate,  it  was  simply  decent  as  between  man  and 
man  that  we  should  recognize  the  services  he  had  rendered.  We 
never  paid  him  compensation  for  this  work. 
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Q.  He  had  no  salary?  A.  No  salary  whatever,  and  never 
had ;  he  simply  got  the  fees  any  other  director  would  get  or  any 
other  member  of  a  committee,  and  I  have  often  thought,  and 
so  have  the  officers,  that  a  fair,  reasonable  treatment  of  Mr. 
Dutcher  would  have  been  to  have  given  him  a  fair  and  reasonable 
salary,  but  we  never  broached  or  intimated  the  subject  to  him,  be- 
cause we  know  it  would  be  offensive.  He  has  not  been  paid  for 
anything  of  this  kind  that  he  has  ever  done;  he  has  been  ready  to 
§■0  where  we  wanted  him  to  and  do  any  work  in  these  conventions 
that  was  in  his  purview,  and  as  I  say  we  have  come  to  appreciate 
him;  I  did  not  think  there  as  any  law  compelling  a  man  to  say 
thank  you  that  would  restrain  a  corporation  from  so  doing,  and 
if  a  man  had  a  favor  done  to  him  that  he  wanted  to  reciprocate,  a 
corporation  might  feel  the  same  spirit,  and  when  the  opportunity 
came  for  us  to  favor  him  as  perhaps  in  this  case,  it  was  simply 
the  suggestion  of  reasonableness.  He  always  told  us  to  charge 
him  on  the  loan  anything  we  chose;  his  collateral  notes  were 
left  blank  so  that  we  could  fill  in  anything  we  liked. 

Q.  Why  didn't  you  give  him  i%,  per  cent.?  A.  Because  I 
fixed  it  two.     That  is  the  only  reason  I  can  give. 

Q.  That  means  there  is  no  reason  at  all?  A.  I  thought  two 
was   a   fair   thing  under  the  circumstances. 

Q.  Why  didn't  you  give  him  as  good  a  rate  as  you  had  your- 
self in  view  of  his  services  to  the  company?  A.  I  could  hardly 
answer  that  question.  It  made  no  difference,  I  might  say,  it 
would  make  no  difference  to  any  stockholder  or  policyholder  or 
to  any  other  interest  if  his  loan,  being  amply  secured  as  it  al- 
ways was — we  had  given  the  money  for  nothing. 

Q.  What  led  you  to  make  Mr.  John  A.  McCall  a  loan  at  i^^ 
per  cent.?  A.  Very  much  the  same  reason.  Mr.  McCall  and 
I  entered  the  business  together  in  1870,  35  years  ago,  and  we 
have  known  each  other  all  that  time.  I  have  been  in  consulta- 
tion with  him,  I  think  I  may  safely  say,  on  an  average  every 
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week  since  then — not  every  week  one  following  the  other,  but 
as  often  as  once  a  week  take  the  year  through,  and  sometimes 
oftener.  There  were  various  matters  of  common  interest  that 
came  up  between  the  officers  of  the  company  when  consultations 
are  very  valuable.  He  was  a  man  of  large  experience.  I  con- 
sulted him  as  business  men  and  professional  men  consult  each 
other,  frequently  on  matters  of  common  interest.  We,  of  course, 
never  paid  him  for  anything — never  could.  I  have  in  mind  now 
an  instance,  not  so  very  long  ago,  where,  as  president  of  the 
company,  I  was  asked  to  prepare  a  paper  on  a  certain  form  of 
insurance  for  a  body  of  insurance  superintendents.  In  the  prep- 
aration of  that  paper  I  had  to  find  out  certain  facts  from  really 
every  civilized  country  on  the  globe.  We  had  no  facilities  for 
it  because  we  were  only  doing  business  in  the -United  States  and 
Canada.  Mr.  McCall  took  hold  with  me  personally,  and  by 
correspondence  and  the  use  of  his  men,  men  of  his  company, 
we  got  the  facts  we  wanted  from  forty-seven  different  countries, 
and  the  paper  was  made  up  quite  perfect.  Now,  that  and  other 
matters  are  along  the  lines  in  which  he  has  always  shown  a 
willingness  to  relieve  us.  On  the  other  side,  I  have  perhaps  acted 
in  the  same  spirit  towards  him,  and  he  has  been  kind  enough 
to  say  I  was  helpful  to  him. 

Q.  You  are  now  referring'  to  your  loan  to  the  New  York  Life 
when  you  speak  of  the  other  side?  A.  I  was  referring  to  gen- 
eral mutual  consultation  one  way  and  the  other.  I  mean  to  say 
that  all  through  these  years  he  has  been  a  very  faithful  friend. 
I  have  talked  with  him;  he  is  the  closest  insurance  friend  out- 
side of  the  estimable  gentlemen  who  are  now  my  associate  officers, 
and  I  think  when  the  opportunity  came  it  was  only  a  fair  and 
proper  thing  to  show  some  spirit  of  appreciation.  I  talked  in- 
formally with  my  people  at  the  time  the  loan  was  made  and,  they 
said  I  would  be  justified  in  fixing  that  rate. 

His  collateral  note  was  also  good;  he  told  me  time  and  again 
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to  mak€  the  rate  anything  I  chose.  I  spoke  about  it  to  him  last 
June  and  he  said,  make  it  four  per  cent.,  five  per  cent.,  anything 
you  like.  I  said,  suppose  we  make  it  two  and  a  half.  He  said 
not  to  place  any  restrictions — "make  it  what  you  please."  As  I 
say,  this  would  have  involved  no  loss  to  stockholders  or  policy- 
holders, or  any  other  interest  connected  with  the  company,  his 
collateral  always  being  choice;  we  could  well  afford  to  give  him 
this  money  for  nothing,  that  is  if  it  had  been  an  individual  I 
would  have  felt  for  the  service  we  would  have  been  amply  justi- 
fied, in  paying  him  dozens  of  times  over. 

Q.  You  felt  in  a  position  that  you  could  act  in  the  matter  as 
though  you  were  an  individual?  A.  I  won't  say  that,  because 
I  do  not  say  that.  I  draw  a  difference  between  my  own  affairs 
and  those  of  other  people,  but  if  I  owned  the  Metropolitan  Life 
Insurance  Company  and  it  was  in  your  administration  and  I 
owned  the  whole  of  that  I  would  confirm,  what  you  did  and  say 
that  you  did  just  right. 

Q.  Because  you  had  received  a  conspicuous  service?  A.  The 
company  had  received  it.  So  that  this  rate  of  interest  in  his  case 
as  well  as  in  Mr.  Dutcher's.case  was  really  a  way  of  showing  the 
appreciation  of  the  company  and  a  recognition  of  the  services 
which  he  had  rendered  and  nothing  more  or  less. 

Q.  Was  the  same  thing  true  of  you  in  your  relations  to  the 
New  York  Life  and  the  rate  of  interest  allowed  upon  your  loan 
obtained  from  that  company?  A.  That  was  fixed  by  Mr.  Gibbs; 
he  was  then  the  treasurer.  I  sent  him  down  word  I  would  like 
fifty  thousand  dollars  and  I  sent  him  as  fine  collateral  as  I  had, 
or  anybody  could  have  had.  He  fixed  the  rate  at  two  and  a  half 
per  cent. 

Q.  You  left  the  collateral  note  blank?  A.  I  left  collateral 
note  blank. 

Q.  Leaving  it  to  him  to  fix  the  interest?  A.  I  did;  he  fixed 
it  one  and  a  half. 
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Q.  You  did  not  care  whether  it  was  i%  or  4?  A.  I  did  not 
really.  Accordingly  it  ran  that  way  until  I  think  he  died  and 
I  spoke  to  Mr.  Randall,  his  successor,  and  he  says  we  had  better 
increase  that  rate.  I  said,  "Perhaps  you  had."  It  was  made  4 
per  cent. 

Q.  When  was  that?  A.  Can  I  look  at  a  paper  I  have  in  my 
pocket  ? 

Q.  Certainly.     A.  It  was  October,   1902. 

Q.  How  long  did  it  remain  at  4  per  cent.?  A.  Until  1904, 
and  then  from  March,  1904,  until  October,  1905,  it  ran  at  2% 
per  cent. ;  that  was  also  at  their  suggestion ;  so  that  the  loan  over 
its  whole  course  would  average  nearer  2^  per  cent,  than  1%. 

Q.  Those  are  the  amounts  you  have  actually  paid?  A.  No,  I 
never  fixed  the  rate. 

Q.  Who  is  George  P.  Sheldon?  A.  George  P.  Sheldon  is 
president  of  the  Phoenix  Insurance  Company. 

Q.  Who  in  the  United  States  Electric  Company?  A.  That 
is  a  trolley  company  in  Ohio. 

O.  Are  you  inter^ested  in  that?      A.     Not  in  the  least. 

Q.  Who  is  Warren  S. -Crane?  A.  Warren  S.  Crane  is  in 
the  treasurer's  office  of  the  Harlem  Railroad  Company. 

Q.  Who  is  John  A.  Hiltern?  A.  John  A.  Hiltern  was  dur- 
ing his  lifetime  cashier  of  the  Shoe  &  Leather  Bank. 

Q.  When  did  he  die  ?    A.  Some  time  within  a  year. 

Q.  And  J.  T.  Moran?  A.  J.  T.  Moran  is  a  New  Haven 
lawyer. 

Q.  I  find  in  these  cases  that  I  mave  mentioned  that  loans 
are  paid  off  at  the  end  of  each  year  and  renewed  at  the  begin- 
ning of  the  next  year  and  apparently  those  loans  have  been 
running  since  1897,  a  period  of  about  eight  years.  Do  you 
recall  that  at  all  in  several  of  those  cases?  A.  I  believe  in  the 
accuracy  of  the  report  which  I  made  to  you.  Taking  it  from 
memory  I  cannot  testify. 
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Q.  Does  that  refresh  your  memory  at  all?  (showing  report). 
A.  The  question  that  you  ask  of  me  is  based  upon  this  sched- 
.  ule. 

Q.  Yes.      A.  Then  I  would  say  it  is  true. 

Q.  I  want  to  get  at  the  reason  for  that,  the  continuance  of 
a  series  of  loans  for  a  period  of  years  ?  A.  Why,  they  run  so 
long? 

Q.  Yes.  Any  special  reason  ?  A.  No,  except  they  were  not 
paid  and  we  did  not  recall  them. 

Q.  Did  you  know  that  loans  had  run  a  long  time  in  that 
way?     A,  Yes. 

Q.  There  is  no  scheme  in  it  at  all  ?     A.  None. 

Q.  And  in  these  cases  as  in  the  others  the  entire  amount  is 
transferred  to  Vermilye  &  Company  at  the  end  of  the  year, 
and  taken  back  by  your  company  at  the  beginning  of  the  year 
so  that  when  you  close  your  books  on  December  31,  1904,  you 
have  no  loans  at  all?      A.  No,  sir. 

Q.  Did  you  have  an  agreement  with  Vermilye  &  Company 
by  which  you  took  those  loans  back  on  January  2d,  of  the 
following  year  after  they  had  been  transferred?  A.  Some- 
times I  have  and  sometimes  I  have  not. 

Q.  Have  you  an  understanding  to  that  effect?  A.  In  my 
mind,  yes. 

Q.  You  don't  know  what  is  in  Vermilye  &  Company's  mind  ? 
A.  No.  I  assume  when  I  put  these  bundles  down  and  say 
"You  may  give  me  $500,000  for  this"  perhaps  they  would  know 
I  was  going  to  repay  that  in  January.  They  knew  the  reason 
I  did  it. 

Adjourned  to  10.00  A.  M.  to-morrow  morning,  October  25, 
1905. 


2343 


ALDERMANIC      CHAMBER, 

City  Hall,  New  York  City. 

October  25,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EMORY  McCLINTOCK,  being  recalled,  testified  as  follows : 

BY  MR.  McKEEN: 

O.  In  your  examination,  Mr.  McClintock,  yesterday,  I  put 
several  questions  to  you  on  the  subject  of  a  form  of  contract 
which  you  called  a  double  policy,  a  form  of  insurance  which  pre- 
vails to  some  extent,  whereby  there  is  term  insurance  for  the 
first  year  with  the  option  to  renew  for  subsequent  years.  I  find 
your  testimony  has  been  construed  as  being  to  the  effect  that  that 
practice  is  g'enerally  the  one  adopted  by  companies  doing  busi- 
ness in  this  State,  and  it  has  been  stated  among  others  the  Mu- 
tual Life  and  Equitable  and  the  New  York  Life  write  their  policies 
in  that  form.  What  is  the  truth  about  that?  A.  What  I  stated 
was  that  a  majority  of  the  companies  in  number  but  not  in  amount 
of  insurance  in  the  United  States  now  practice  that  system,  but 
not  the  majority  of  the  companies  doing  business  in  New  York, 
and  I  said  nothing  whatever  about  the  companies  incorporated 
by  the  State  of  New  York  the  great  majority  of  whom  do  not 
use  that  system,  and  the  three  companies  that  you  mention  in 
particular  do  not  use  it.     In  this  connection,  before  I  go  further, 
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I  should  like  to  correct  a  little  slip  of  the  tongue  yesterday  in 
which  I  said  that  at  present  Mr.  Dawson  was  the  only  acutuary 
in  this  company 

Q.  In  this  country  you  mean?  A.  In  this  country — who  is 
a  Fellow  in  the  Institute  of  Actuaries.  Now,  I  should  have  said 
the  only  actuary  born  in  this  country.  There  are  several  such 
actuaries  practising  in  the  country  who  were  Fellows  of  the  In- 
stitute before  they  came  over.  And  if  I  may  be  allowed  to  cor- 
rect an  error  which  has  appeared  in  one  or  two  papers,  I  beg  to 
state  I  did  not  complain  of  vertigo  yesterday  morning,  a  state- 
ment which  has  caused  me  to  receive  several  telegrams  from 
friends  in  other  parts  of  the  country  inquiring  about  my  health. 

Q.  At  the  close  of  your  testimony  yesterday  we  had  entered 
upon  the  interesting  subject  of  dividends  upon  the  various  classes 
of  policies  in  which  you  explained  the  apparent  falling  off  in  div- 
idends, particularly  in  the  class  of  policy  where  the  whole  pre- 
miums had  been  paid.  That  subject  we  will  recur  to  later  and 
perhaps  ask  such  explanation  as  you  can  make  of  the  great  num- 
ber of  complaints  that  have  reached  the  Committee  on  that  sub- 
ject. But,  passing  it  for  the  moment,  it  occurs  to  me  to  go  on 
with  the  subject  of  deferred  dividends.  You  had  explained  what 
the  old  tontine  system  was  that  the  Mutual  Life  had  writen  very 
few  policies  at  one  time  of  that  character  and  then  abandoned 
that  method  and  that  they  had  entered  upon  the  custom  of  writ- 
ing what  are  known  as  deferred  dividend  policies.  Perhaps  the 
best  way  of  illustrating  your  views  upon  the  subject  will  be  to 
call  your  attention  to  arguments  against  it  which  are  in  evidence 
here  embodied  in  the  report  of  what  is  known  as  the  Frick  Com- 
mittee of  the  Equitable.  That  report  was  put  in  evidence  but 
was  not  read  into  the  record  and  I  will  read  as  part  of  the  ques- 
tion to  you  some  of  the  statements  on  that  subject  in  the  Frick 
report.  At  the  outset  of  the  discussion  of  the  subject  the  Frick 
Committee  used  this  languag'e :     "The  Equitable,  in  common  with 
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several  others  of  the  larger  companies,  issues  the  greater  portion 
of  its  policies  on  the  deferred  distribution  period  plan.  Under 
this  system  the  excess  portion  of  the  premium  is  not  returned  to 
the  policyholder  annually,  but  is  retained  by  the  society  for  vari- 
ous stipulated  periods  of  years,  usually  twenty  years,  and 
the  accumulation  then. paid  in  one  sum.  The  advantage  which 
is  held  up  to  the  policyholder  under  this  system  is  that  he 
eventually  receives  not  only  all  the  annual  accretions  of 
his  own  policy  but  shares  in  those  which  were  earned  by  the 
policies  of  those  who  are  unable  to  continue  them  to  the  end  of 
the  stipulated  term.  The  question  as  to  the  ethics  of  extending 
the  hope  of  one  policyholder  that  his  prosperity  will  be  increased 
through  the  misfortune  of  another  policyholder,  is  purely  aca- 
demic and  need  not  be  discussed  here,  as  each  policyholder  un- 
derstood the  conditions  and  accepted  them  with  the  hope  that 
he  would  be  in  the  fortunate  class,  he  would  seemingly  be 
estopped  from  complaint  if  Events  forced  him  into  the  unfor- 
tunate class;  but  entirely  aside  from  this  question  as  between 
the  individual  policyholders  there  can  be  no  doubt  con- 
cerning the  at  least  potential  evil  which  this  sys- 
tem of  deferred  distribution  possesses.  When  annual 
dividends  are  paid  the  policyholders  as  an  immediate  and 
yearly  recurring  check  upon  the  operations  of  the  company ; 
he  is  enabled  and  is  quite  apt  to  compare  his  results  with  those 
of  his  acquaintances  insured  in  other  companies ;  extravagance 
in  management  and  errors  in  investment  are  at  once  reflected 
in  decreased  dividends  or  impaired  surplus.  On  the  other 
hand  the  holder  of  a  twenty  year  distribution  period  policy  has 
no  knowledge  whatever  concerning  the  earnings  of  his  policy 
until  the  expiration  of  the  twenty  years.  He  cannot  make  com- 
parisons with  the  results  in  other  companies  because  he  does 
not  know  the  results  in  his  own,  and  he  entertains  a  hope  for 
nineteen  years  and  if  dissatisfied  with  the  realization  at  the 
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end  of  twenty  years  it  is  futile  for  him  to  object,  the  incident  is 
closed.  These  conditions  I  mentioned  for  this  purpose  to 
illustrate  the  possibiHty  of  the  deferred  distribution  policy 
leading  the  society  into  a  generally  like  method  of  handling 
its  business.  The  annual  dividend  company  is  held  to  ac- 
countability every  year.  The  deferred  .dividend  company  is 
never  held  to  accountability  by  the  whole  body  of  its  policy- 
holders and  is  so  held  by  its  individual  policyholders  only  when 
their  opportunity  for  action  has  passed.  This  absence  of  ac- 
countability makes  possible  the  pursuit  of  rapidity  of  growth  at 
undue  cost,  because  the  effect  of  that  cost  is  not  felt  by  the  policy- 
holder until  as  said  before  it  is  too  late  for  his  availing  protest. 
Another  embarrassing  outgrowth  from  the  deferred  dividend 
system  is  the  popular  misapprehension  of  the  so-called  "sur- 
plus." May  I  ask  you  to  state  whether  you  concur  in  the 
views  expressed  by  the  Frick  Committee.  And  if  you  do  not 
concur  why  you  disagree  with  their  views  of  this  subject?  A. 
You  have  practically  brought  out  three  arguments  against 
the  system.  I  don't  know  whether  there  are  more  to  come 
or  whether  that  represents  all  the  arguments  presented  by 
the  Committee,  but  as  regards  those  threje  arguments  the  first 
argument  is  the  one  vvhich  they  pass  over,  namely  the  matter 
of  equity  between  policyholders.  Now,  inasmuch  as  a  policy- 
holder perfectly  understands  before  he  goes  in,  and  further, 
those  who  died  get  much  more  than  they  paid  in,  and  while 
those  who  discontinue  their  premiums  after  making  that  agree- 
ment are  in  the  light  of  defaulters  so  to  speak  to  their  agree- 
ment which  was  by  inference  to  continue  the  payment,  |:here 
does  not  appear  to  be  any  real  element  of  objection  morally  to 
the  system  as  it  has  been  practiced  since  the  forfeiture  ele- 
ment has  been  eliminated — the  forfeiture  of  the  policy.  These 
policies  according  to  present  practice  all  have  their  full  surren- 
der value  the  same  as  any  other  policy,  sometimes  more.     The 
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second  argument  relates  to  accountability.  As  to  that  the 
argument  has  considerable  force  in  theory  and  in  practice  more 
or  less  according  to  the  management  of  different  companies. 
But  it  has  always  appeared  to  me  possible  to  obviate  that  diffi- 
culty by  simply  asking  of  each  company  the  total  amount  of 
premiums  received  by  it  on  that  class  of  policies  which  have 
not  yet  received  a  dividend.  I  estimate  the  amount  of  pre- 
miums received  by  the  Mutual  Life  on  which  there  has  been 
no  dividends  as  yet  calculated — premiums  coming  from  that 
class  of  policies  either  under  five  year  plan,  premiums  received 
during  the  past  five  years;  on  the  lo  year  plan  premiums 
received  during  the  ten  years  and  so  on ; — since  the  last  date 
of  division  in  the  case  of  five  year  policies  of  course  and  since 
the  issue  in  the  case  of  the  other  policies — I  estimate  the 
amount  of  those  premiums  on  which  no  dividend  has  yet  been 
declared  up  to  the  end  of  1904  to  have  come  to  about  three 
hundred  and  twenty-two  millions  of  dollars.  Now,  if  the 
Commissioners  had  asked  such  a  question  at  any  time  the 
answer  would  cheerfully  have  been  given  so  that  policyholders 
could  see  that  a  sufficient  reservation  was  made  by  the  com- 
pany against  those  premiums  of  which  the  earnings  had  not 
yet  been  returned,  so  far  as  the  surplus  was  concerned.  Then 
while  the  policyholder  would  not  be  in  the  position  of  compar- 
ing his  annual  dividends  with  the  annual  dividends  of  any  other 
person  in  the  company  or  some  other  company,  he 
would  at  least  and  the  Commissioners  and  insurance 
men  generally  would  have  before  them  the  amount 
of  premiums  on  which  no  dividends  had  been  paid 
together  with  the  amount  which  the  company  held  in  one  form 
or  another  towards  the  dividends  on  those  premiums,  and 
would  be  able  to  make  such  comparison  as  would  be  just  under 
the  circumstances  of  these  companies ;  because  of  course  the 
terms  of  different  companies  do  differ,  and  to  that  extent  it  has 
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appeared  to  me  as  a  simple  partial  offset,  that  the  objection 
raised  as  regards  the  accountability  might  be  overcome.  There 
are  of  course  advantages  of  the  system  to  be  mentioned  which 
have  to  be  considered  when  you  consider  the  objections.  I 
have  admitted  that  objection  which  I  think  might  at  least  be 
partially  overcome  without  difficulty  and  there  are  various 
other  things  which  I  presume  you  will  question  me  about 
subsequently. 

Q.  Yes.  A.  Now,  the  third  objection  which  was  dismissed 
in  a  word  or  two  at  the  close  of  your  quotation — what  was 
that? 

Q.  That  was  that  "That  the  embarrassing  outgrowth  of  the 
deferred  dividend  system  is  the  popular  misapprehension  of 
the  so-called  surplus"?  A.  That  applies  chiefly  to  the  Equi- 
table. For  ten  years  more  or  less  the  other  two  large  com- 
panies and  for  a  shorter  period  most  of  the  other  companies 
have  disused  the  word  surpkis  in  connection  with  the  accum- 
ulations reserved  for  future  distribution  and  for  contingencies. 
There  is  no  doubt  in  my  mind  that  the  continued  use  of  the 
word  surplus  by  the  Equitable  has  been  of  immense  detriment 
to  that  company  and  to  the  cause  of  life  insurance  throughout 
the  country  exactly  in  the  way  which  is  mentioned  by  the  re- 
port. 

Q.  Well — as  part  of  this  subject  and  before  coming  to  the 
question  as  to  the  affirmative  arguments  in  favor  of  the  de- 
ferred dividend  plan,  will  you  not  a  little  more  fully  explain 
why  you  say  that,  the  use  of  the  word  '"surplus"  is  erroneous 
and  why  the  use  of  that  word  has  been  discarded 
by  >'our  company  and  some  of  the  other  large  companies? 
A.  It  is  on  account  of  the  fact  that  the  word  surplus  is  ex- 
tremely ambiguous.  It  is  customarily  understood  to  be  the 
amount  available  for  immediate  division.  Now,  every  com- 
pany and  every  individual,  necessarily,  every  time  he  takes 
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account  of  stock  and  makes  his  balance  sheet,  decides  how- 
much  he  will  leave  in  the  business  and  how  much  he  will  draw 
out  as  profit.  The  company  decides  how  much  shall  be  re- 
served and  how  much  shall  be  distributed  as  profit  to  the 
stockholders.  In  the  same  way,  the  Mutual  Life  Company 
decides,  at  each  accounting,  which  takes  place  every  year, 
how  much  shall  be  reserved  and  how  much  shall  be  imme- 
diately divided.  The  commissioners  have  never  clearly  re- 
quired this  information  in  their  blanks  on  which  the  annual 
statement  to  the  State  Departments  are  made  out.  They  have, 
more  or  less,  until  recent  years,  incited  and  at  one  time  com- 
pelled the  companies  to  report  the  amount  reserved  as  surplus. 
That  requirement  was  last  insisted  upon  some  five  years  ago 
by  the  Connecticut  Department,  which  took  the  ground  that 
anything  reserved  beyond  the  legal  reserve  and  immediate 
liabilities  for  death  losses  and  such  things  must  be  regarded 
and  stated  as  surplus,  whether  it  was  reserved  for  division  or 
divided.  Now,  in  the  course  of  business  of  the  various  com- 
panies, and  with  the  ordinary  previous  understanding  of  insur- 
ance men,  that  that  word  surplus  might  be  applied  both  ways, 
nevertheless  it  has  been  a  growing  feeling  that  the  use  of  the 
word  surplus  for  any  other  purpose  than  to  indicate  the 
amount  which  is  going  to  be  divided  at  once,  leads  to  a  mis- 
understanding on  the  part  of  the  policyholders  and  of  the 
public  and  the  legislatures.  It  looks  as  if  it  was  something 
that  was  there  to  play  with,  whereas  it  is  a  genuine  necessary 
reservation.  There  is  no  company  in  the  country  in  my 
judgment  that  reserves  one  dollar  from  immediate  division 
more  than  it  should  and  I  think  that  it  would  puzzle  anybody 
if  he  happened  to  disagree  with  me,  to  find  and  name  any  com- 
pany which  does  withhold  from  immediate  division  more  than 
it  ought  to  withhold.  Now,  those  amounts  withheld  from  im- 
mediate division,  if  described  as  surplus,  immediately  result  in 
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questions  raised  here  and  there  why  they  do  not  divide  them. 
If  it  is  described  as  a  reserve,  then  the  question  comes  up,  why 
did  you  reserve  it,  which  is  a  different  question. 

Q.  What  are  the  considerations  vyhich' dictate  the  amount  of 
that  reservation?  A.  The  considerations  which  dictate  the 
amount  of  tlie  reservation  vary  in  different  companies,  but  in 
general  it  may  be  said  that  the  amount  or  amounts  so  reserved 
— because,  of  course,  it  is  possible  to  state  it  in  several 
different  sums — the  amount  or  amounts  reserved  for  divi- 
sion, consist  either  of  funds  which  ought  not  to  be  divided  to 
policyholders  who  are  going  to  participate  in  the  immediate 
division,  but  ought  to  be  reserved  for  future  division,  and  also 
of  a  certain  margin  depending  on  the  judgment  of  the  man- 
agement at  the  time,  as  against  fluctuations  in  values  of  securi- 
ties, and  possibly  if  the  rate  of  interest  went  much  lower 
against  a  fall  in  the  rate  of  interest,  although  at  present  I  think 
no  company  pays  particular  attention  to  the  rate  of  interest 
below  the  amount  necessary  for  the  reserve. 

The  Chairman  yesterday  asked  me  a  question  at  the  very 
last,  what  would  happen  to  the  dividends  on  these  paid-up 
policies,  the  particular  class  which  gets  dividends  only  for  in- 
terest, if  the  rate  of  interest  should  fall  below  the  rate  necessary 
for  the  reserve.  Now,  that  is  not  a  contingency  which  I  regard 
as  at  all  probable  for  the  present,  or  even  for  the  future.  At 
present  I  consider  the  rate  of  interest  is  more  likely  to  go  up 
than  go  down.  It  may  not  go  up  very  far,  but  it  has  been 
practically  stationary  for  several  years,  and  every  sign  in- 
dicates to  my  judgment  that  there  will  be  a  rise  rather  than 
a  fall. 

And  then,  as  regards  the  distant  future,  it  will  be  re- 
membered, that  the  policies  as  to  which  the  rate  is  increased 
to  four  per  cent.,  are  all  the  time  running  out  and  in  the  Mutual 
Life  policies  issued  since  1897  all  carry  a  reserve  on  the  three 
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and  one-half  per  cent,  basis.  Now,  those  pohcies  already 
amount  to  a  majority  of  the  insurance  in  force  in  the  company 
and  the  other  policies  on  which  four  per  cent,  has  been  declared 
will  be  running  out  year  after  year,  so  that  by  the  time,  if  it  ever 
comes,  which  I  doubt,  that  the  companies  cannot  realize  four 
per  cent,  on  their  investments,  the  Mutual  Life  and  other  com- 
panies which  naturally,  under  the  laws,  do  substantially  the 
same  thing,  will  have  the  bulk  of  their  business  holding  a 
three  and  one-half  per  cent,  reserve,  for  which  they  can  readily 
realize.  * 

Now,  the  prospect  of  obtaining  four  per  cent.  I  regard  as 
good,  because  my  belief  is  that  the  British  companies  have  on 
the  whole  with  occasional  slight  fluctuations,  practically  been 
able  to  reahze  four  per  cent,  ever  since  their  foundation.  And 
yet  we  know  that  the  rate  of  interest  in  Great  Britain  has 
fallen  considerably  below  four  per  cent,  on  the  best  securities, 
that  is  to  say,  on  national  bonds  and  that  sort  of  thing.  But 
by  investing  in  securities  which  are  thoroughly  good,  without 
being  of  that  peculiar  class  which  is  confined  to  trustees,  by 
law,  the  companies  in  Great  Britain  have  been  able  to  earn 
their  four  per  cent.,  and  the  companies  in  this  country  have 
been  able  to  earn  a  little  more  than  four  per  cent. 

Q.  Recurring  to  the  deferred  dividends  pt>licy,  you  stated 
that  now  the  old  tontine  method  has  been  so  far  modified  that 
the  policies  of  this  class,  that  is  the  deferred  dividends  policy, 
that  receive  a  surrender  value,  is  not  forfeiture  in  that  respect. 
But  as  I  understand  it,  there  is  a  forfeiture  of  any  supposed 
surplus,  that  is,  if  a  policyholder  of  a  deferred  dividend  class 
fails  to  persist  up  to  the  time  when  the  distribution  is  to  be 
made,  he  gets  nothing  but  the  surrender  value,  he  gets  no 
proportion  of  any  surplus  that  may  be  supposed  to  have  accu- 
mulated, is  not  that  the  fact?  A.  It  is  the  fact  in  a  compara- 
tive   way,    as    compared    with    annual    dividend  policies.     It    is 
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hardly  proper  to  describe  an  agreement  by  which  the  distri- 
bution of  surplus  shall  be  confined  to  those  who  continue  for 
twenty  years  as  involving  a  forfeiture  by  anyone  in  and  of  it- 
self. Take,  for  instance,  the  case  of  one  or  two  Scotch  com- 
panies which  provide,  and  from  the  beginning  have  provided, 
that  no  policy  shall  share  in  the  distribution  of  surplus  until 
it  has  been  in  force  twenty  years.  After  that,  it  simply  takes 
a  regular  annual  share  of  the  surplus  without  any  accumulation. 
Now,  the  premiums  of  those  companies  are  smaller  than  the 
premiums  of  other  participating  mutual  companies,  but  never- 
theless they  are  mutual  companies  and  they  do  divide  what 
surplus  they  have  to  policies  which  have  been  in  force  twenty 
years,  and  those  policies  after  they  have  passed  twenty  years 
share  equally  in  the  regular  distribution  of  the  surplus.  But 
it  would  hardly  be  fair  to  say  that  the  policyholders  in  those 
companies  have  forfeited  anything  in  regard  to  surplus  pre- 
viously because  they  have  entered  the  company  in  which  the 
system  that  whatever  surplus  there  is  shall  be  divided  among 
policies  that  have  been  in  force  twenty  years,  likewise,  the 
oldest  company  of  all,  the  old  Equitable  of  London,  which  for 
many  years  and  to  this  day  has  been  treated  as  a  standard  of 
mutual  companies  in  Great  Britain,  up  to  a  compara- 
tively recent  period,  allowed  only  those  members  to 
share  in  the  surplus  who  belonged  to  the  oldest 
class.  I  think  the  class  consisted  of  five  thousand, 
but  it  was  a  fixed  number,  we~  will  call  it  five 
thousand.  And  those  who  had  been  in  force  the  longest  to 
the  number  of  five  thousand  shared  in  the  surplus  and  as  anyone 
of  those  five  thousand  dropped  out,  then  the  man  who  entered 
next  after  the  existing  five  thousand  was  admitted  to  the  list  of 
the  five  thousand,  and  so  on,  one  after  another.  The  oldest  mem- 
bers who  are  not  entitled  to  participate,  as  vacancies  appear  in  the 
five  thousand,  these  oldest  members  were  admitted,  so  that 
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always  the  five  thousand  oldest  members  shared  in  the  surplus, 
That  was  the  constitution  of  the  society  for  a  great  many  years. 
It  would  hardly  be  proper  to  say  that  in  that  company  the 
members  who  dropped  out  before  they  got  into  that  sharehold- 
ing list  forfeited  their  interest.  They  never  had  any  interest. 
Q.  Well,  do  you  not  think,  Mr.  McClintock,  that  the  use  of 
the  words  deferred  dividends  very  naturally  suggest  to  the 
policyholders  that  there  is  a  dividend  each  year  which  is  ac- 
cumulating for  their  benefit?  A.  I  do.  The  use  of  the  word 
deferred  dividend  is  not  used  in  my  department,  and  I  think 
not  used  by  any  other  department  of  the  Mutual  Life.  The 
word  is  ambiguous.  The  phrase  can  only  be  used  as  regards 
the  Mutual  Life  concerning  the  apportionment  of  dividends. 
There  is  a  deferred  apportionment.  The  phrase  is  very  com- 
monly used  by  persons  who  are  not  connected  with  the  Mutual 
Life,  concerning  dividends  of  those  companies  and  concerning 
sometimes  dividends  in  the  Mutual  Life,  and  it  is  very  possible 
some  of  the  agents  may  use  it,  because  that  is  the  common 
phrase  for  that  class  of  policy  all  over  the  country,  but  I  have 
always  been  very  careful  not  to  use  the  words  deferred  divi- 
dend or  the  phrase  deferred  dividend  policies  concerning  the 
policies  of  the  Mutual  Life.  I  consider  it  is  the  apportionment 
and  not  the  dividend  that  is  deferred. 

Q.  Do  you  consider  there  is  any  liability  on  the  part  of  the 
Mutual  Life  until  the  date  of  apportionment?  A.  No  liability 
whatever. 

Q.  Do  you  make  any  special  reservation  to  represent  what 
might  be  called  the  accumulated  dividends?  A.  Not  separate 
from  the  general  reservation  which  we  call  the  contingent  guar- 
antee fund,  which  serves  the  double  purpose  of  reserving  the 
funds  for  future  distribution,  and  operates  as  a  margin  against 
unforeseen  contingencies. 

Q.  The  practice  in  your  company  then,  diflfers  from  some  of 
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the  companies  which  I  believe  guarantee  dividends,  and 
tliose  companies  do  make  a  reservation,  do  tliey  not, 
even  prior  to  the  date  of  apportionment?  A.  The 
practice  of  the  companies  has  varied  considerably,  I 
mean  the  practice  of  each  company  has  varied.  Certain  com- 
panies, at  least,  which  are  prominent,  and  the  New  York  Life 
has  stated  for  a  number  of  years  how  much  its  accumulation 
is  for  deferred  dividend  policies,  and  at  times  has  stated  that 
this  accumulation  constitutes  a  legal  liability  and  at  other 
times  my  impression  is  it  has  decided  it  is  not  a  legal  liability. 
But  of  course  the  distinction  between  a  reservation  which  is  a 
liability  and  one  which  is  not  a  legal  liability  is  that  in  case 
of  insolvency  the  legal  liability  helps  to  make  a  company  in- 
solvent while  if  a  certain  reservation  is  not  a  legal  liability  and 
the  company  has  assets  to  meet  all  other  liabilities,  the  com- 
pany is  not  insolvent;  consequently  it  becomes  a  serious  mat- 
ter whether  a  company  admits  a  certain  reservation  to  be  a 
legal  liability  and  one  which  is  not  a  legal  liability  is  that  incase 
would  operate  against  the  company  which  admitted  a  fund 
to  be  a  legal  liability  as  compared  with  another  fund  it  did 
not  admit  to  be  a  legal  liability.  Now  take  again  the  North- 
western. I  was  actuary  of  the  Northwestern  for 
eighteen  years  and  I  devised  the  system  of  that 
company  by  which  there  was  a  regular  setting  aside  every 
~year  of  a  hypothetical  annual  dividend  on  every  policy  of  this 
class  as  well  as  on  the  policies  which  received  actually  their 
annual  dividends.  And  the  amount  thus  hypothetically  set 
aside  was  also  hypothetically  accumulated,  and  the  company 
was  willing  and  offered  and  did  supply  to  any  policyholder 
a  memorandum  of  this  hypothetical  account  on  his  own  policy 
and  does  to  this  day.  Now  while  I  was  there,  up  to  the  end 
of  the  year  1888,  I  endeavored  to  draw  a  line  betvveen  this 
hypothetical  accumulation  and  the  legal  liability,  and  I  testified 
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before  a  legislative  inquiry  I  think  in  the  State  of  Ohio,  that 
there  was  no  legal  liability  attached  to  it,  but  I  have  an  impres- 
sion and  I  have  been  informed,  that  subsequent  to  my  leaving 
the  Northwestern  it  was  concluded  that  the  language  used 
in  the  policy  was  not  such  as  to  prevent  a  court  from  deciding 
that  that  accumulation  is  a  legal  liability  and  that  the  company 
has  substantially  admitted  since  then  that  these  accumulations 
are  legal  liabilities. 

Now,  when  I  came  to  the  Mutual  Life  I  found  a  system  in 
force  which  did  not  admit  of  any  legal  liability  and  did  not 
make  a  calculation  for  individual  policies  of  that  class  but 
waited  until  the  end  of  the  distribution  period  to  make  its  cal- 
culations. And  that  system  being  in  force  and  being  under- 
stood by  the  agents  and  policyholders  as  well  as  by  the  com- 
pany, has  remained  undisturbed,  so  that  in  that  company  there 
is  no  recognition  of  any  legal  liability,  but  on  the  contrary 
there  was  an  active  correspondence  some  four  or  five  years 
ago  with  the  Commissioner  of  Connecticut,  in  which  it  was 
clearly  explained  to  his  satisfaction  that  the  reservation  made 
by  the  company  does  not  constitute  a  liability  in  any  sense, 
excepting  the  technical  sense  used  by  the  bookkeepers  when 
they  set  any  reservation  on  the  liability  side  of  the  balance 
sheet. 

Q.  Of  course  if  a  company  guarantees  to  these  policyholders 
that  there  will  be  at  the  distribution  period  at  least  a  certain 
amount  of  surplus,  there  would  be  no  question  but  that  be- 
comes a  legal  liability,  although  the  payment  be  deferred.  A. 
Unquestionably.  Just  like  the  dividends  the  Mutual  Life  which 
on  annual  dividend  policies  have  always  been  declared  in  in- 
surance, and  they  constitute  a  liability  at  death  just  the  same 
as  the  face  of  the  policy,  and  the  legal  reserve  on  that  liability 
is  regularly  calculated  and  included  by  the  State  Department 
as  part  of  the  legal  liability. 
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Q.  You  stated  a  few  moments  ago  that  in  the  actuarial  de- 
partment of  the  Mutual  Life  you  had  been  careful  not  to  use 
phraseology  which  would  suggest  that  there  was  an  obligation 
on  the  part  of  the  company  to  accumulate  and  pay.  In  Mr. 
McCurdy's  testimony  he  referred  to  the  peculiar  organization 
of  the  Mutual  Life,  made  up  of  departments,  each  one  in- 
dependent, and  he  referred  a  great  many  of  the  question  put  to 
him  to  you  as  the  proper  witness  to  answer  them,  for  that 
reason.  That  leads  me  to  ask  you  to  state  if  you  will,  briefly, 
what  the  functions  of  the  actuary  of  the  Mutual  Life  are,  what 
the  scope  of  your  departmental  responsibility  is  ?  A.  The  ac- 
tuary, Mr.  Homans,  had  stepped  beyond  his  province  and  the 
by-laws,  and  it  may  be  interesting  to  recall  the  fact  that  they 
were  somewhat  broader  forty  years  ago  than  they  are  now.  A 
change  was  made  at  a  time  when  it  was  believed  that  the  ac- 
tuary Mr.  Homans  had  stepped  beyond  his  province  and  the 
by-law  relating  to  the  actuary  duties  was  somewhat  shorn.  As 
it  has  been  for  many  years,  it  reads  as  follows :  "He  shall 
attend  the  meetings  of  the  insurance  committee  when  desired 
and  take  part  in  their  deliberations.  His  duties  shall  be  to 
make  calculations  and  tables  for  the  present  and  future  use 
of  the  company  on  such  principles  as  shall  be  adopted  by  the 
Board,  and  submit  the  same  to  the  insurance  committee  for 
approval.  To  prepare  the  periodical  statements  required  by 
the  governments  of  the  countries  and  states  where  the  com- 
pany transacts  business.  To  audit  the  insurance  portion  of 
the  quarterly  and  annual  statements."  That  referred  to  the 
amount  of  risk  and  the  amount  issued  and  terminated.  It 
is  called  the  insurance  account  as  distinguished  from  the 
dollars  and  cent  account  of  income  and  expenditure.  "To 
collect  and  arrange  data,  books,  documents,  tables  and  ofificial 
statements  upon  the  business  of  life  insurance  and  annuities 
for  the  use  of  the  company.      To  confer  with  the  executive 
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officers  and  committees.  To  make  reports  and  communi- 
cations and  to  perform  such  other  appropriate  acts  as  may  be 
required  by  the  Board,  its  committees  or  the  president."  "The 
Committee  on  Insurance  is  to  determine  the  rate  of  premiums 
and  the  principles  upon  which  poHcies  and  other  obligations 
may  be  issued  or  purchased  by  the  company.  This  committee 
shall  have  supervision  of  all  questions  relating  to  the  dis- 
tribution of  surplus."  Then  in  the  company's  annual  report 
in  1883,  in  which  the  division  of  the  business  of  the  company 
into  distinct  departments  was  explained :  "The  mathematical 
department  supplies  by  its  computations  and  tables  the  entire 
framework  upon  which  the  insurance  business  of  the 
company  rests.  The  maintenance  of  this  framework 
in  its  integrity  and  the  adjustment  of  all  the  varied 
conditions  involved  in  applications  of  insurance  to  its 
requirements  are  duties  at  once  most  delicate  and 
responsible.  Here    too     the     experience    of    many   years 

wisely  construed  is  a  vital  element  in  the  safety  and  success  of 
the  company." 

Q.  Well,  in  practice  to  what  extent  have  you  been  called 
upon  under  these  general  provisions  of  the  by-laws  to  parti- 
cipate in  matters  not  immediately  connected  with  the  special 
duties  imposed  by  the  by-laws?  A.  I  have  been  occasionally 
called  upon  for  reports  and  statements  on  a  great  many  sub- 
jects, of  statistics  of  the  business  of  the  Mutual  Life  and  other 
companies  both  for  the  current  years  and  back  history.  I 
have  also  been  consulted  in  regard  to  insurance  laws  and 
projected  insurance  laws  as  to  their  bearings  upon  the  bus- 
iness of  the  company.  I  have  been  consulted  very  cus- 
tomarily concerning  any  proposed  change  in  the  plans  of 
insurance,  and  if  any  question  comes  from  the  government 
of  different  countries  or  states  of  this  country  involving  the 
plan  of  business  or  any  explanation  concerning  the  plan  of 
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business,  it  is  usually  referred  to  me  to  attend  to.  And  in  fact, 
in  any  department  of  the  company  the  medical  or  legal  or — not 
often  the  investing  department — but  there  is  scarcely  any  de- 
partment of  the  company  which  does  not  occasionally  come  to 
me  to  answer  a  qiiestion  or  to  give  a  suggestion  or  to  express 
an  opinion  upon  something  or  another.  And  in  particular, 
if  a  complaint  comes  from  a  policyholder  concerning  his  divi- 
dends or  his  surrender  values  that  necessarily  comes  into  my 
department  to  have  the  facts  explained,  although  the  actuary 
usually  does  not  respond  to  the  letter. 

Q.  Are  you  primarily  responsible  for  the  distribution  of  cir- 
culars to  agents  and  instructions  to  agents,  estimates  as  to  what 
the  proceeds  will  be  of  pohcies  and  so  forth?  A.  Well,  there  is 
a  little  history  about  that. 

O.  Please  give  it.  A.  I  took  a  position  in  the  Northwestern 
personally  that  I  preferred  not  to  express  an  opinion  concerning 
probable  dividends.  And  that  position  became  during  the  years 
I  was  there  very  widely  understood  by  the  agents  of  the  company 
and  to  some  extent  by  insurance  men  outside.  1  wrote  various 
letters  giving  my  reasons  for  not  wishing  to  make  estimates  in 
regard  to  dividends  while  I  was  connected  with  the  Northwestern. 
I  presume  I  may  have  been  too  particular  about  that  and  rather 
peculiar,  because  subsequently  the  Northwestern  decided  that 
a  fair  estimate,  according  to  the  present  conditions,  was  a  proper 
thing  to  give  out  and  would  avoid  the  misleading  of  the  public 
by  its  agents,  who  might  supply  higher  figures.  So  the)'  after- 
wards, after  my  departure  did  issue  estimates  based  on  the  then 
present  dividends.     But  I  was  going  to  say 

Q.  Let  me  interrupt  you  a  moment.  The  Northwestern  Mu- 
tual is,  of  course,  one  of  the  companies  doing  business,  and  a 
very  large  business,  in  this  State?     A.  Yes. 

Q.  I  only  interpolate  that  because  anything  you  may  say  bear- 
ing upon  the  methods  and  conduct  of  that  company  is  entirely 
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pertinent  to  this  inquiry.  Proceed.  A.  My  reference  to  the 
Northwestern  is  really  preliminary,  in  order  to  explain  the  repu- 
tation I  had  among  a  certain  number  of  insurance  men  throughout 
the  country  as  having  a  personal  objection  to  making  estimates 
of  future  results.  Now,  that  personal  feeling  of  mine  was  known 
and  respected  by  the  officers  of  the  Mutual  Life.  And  when  it 
was  deemed  desirable  to  have — not  exactly  estimates,  but  illus- 
trations, based  upon  the  past  results,  prepared,  those  things  were 
done  in  another  department  by  a  competent  man.  Prof.  Stewart, 
who  in  fact,  if  I  recollect  right,  was  himself  many  years  ago  the 
originator  of  a  plan  of  deferred  dividends  which  was  said  to  have 
been  earlier  than  the  adoption  by  the  Equitable  of  the  Tontine 
plan.  At  any  rate,  he  was  one  of  the  early  inventors  of  what  you 
might  call  the  deferred  dividend.  Prof.  Stewart,  then  being  em- 
ployed by  the  company  as  instructor  of  agents,  it  was  considered 
by  the  company  to  be  very  appropriate  to  the  company,  consider- 
ing his  experience,  that  he  should  supply  to  the  agents  whatever 
was  deemed  necessary  for  their  use  in  that  way. 

Q.  Owing  to  the  embarrassments  that  have  arisen  in  life  in- 
surance as  to  the  result  of  the  distributions  by  agents  of  illus- 
trations, I  believe  some  of  the  companies  have  had  recourse  to 
a  different  plan  from  that  and  have  limited  the  power  of  the 
agent  in  the  matter  of  representations  to  statements  of  actual 
results.  Is  that  the  fact?  A.  Well,  that  is  the  fact  as  regards 
the  Mutual  Life  so  far  as  there  have  been  actual  results.  As 
soon  as  the  ten  years'  period  expired,  the  first  ten  years  and  after- 
wards the  first  fifteen  years'  periods  expired,  I  think  it  began 
in  1888  or  1889,  but  since  then  the  company  has  regularly  issued 
full  tables  of  its  actual  results  on  ten-year  and  fifteen  year  policies  ; 
twenty-year  policies  having  been  begun  in  1886.  The  printed 
tables  are  very  full,  giving  all  kinds  of  policies  and  all  that  have 
matured  on  the  fifteen-year  and  ten-year  plan.  The  illustrations 
which,  have   been   prepared   in   connection   with   these  by   Prof. 
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Stewart's  department,  according  to  my  understanding,  are  purely 
and  simply  the  results  obtained  upon  the  older  policies,  with 
such  variations  as  may  be  requisite  t)y  reason  of  the  different 
guarantees  of  cash  values  and  the  different  premiums  charged  at 
the  present  time,  the  different  guarantees  in  the  different  policies 
as  compared  with  the  premiums  and  guarantees  of  the  policies 
which  are  now  matured,  issued  fifteen  years  ago. 

Q.  Well,  is  it  not  a  fact  that  a  great  many  of  these  actual  re- 
sults having  been  predicated  upon  condition  of  things  done  years 
ago,  when  the  rates  of  interest  were  higher  and  expenses  lower, 
had  been  misleading?  A.  The  word  misleading  depends  on  the 
view  taken  of  the  warning  by  the  company  in  that  printed  state- 
ment which  has  been  supplied  to  the  policyholder.  If  he  has 
taken  those  illustrations  of  different  options  which  would  be  given 
to  a  man  who  had  recently  gotten  a  policy  issued  fifteen  years 
ago  in  that  plan,  if  such  policy  had  existed,  and  assumes  with- 
out any  information  from  the  company  to  that  effect  or  intima- 
tion of  the  company  to  that  effect,  that  those  are  going  to  be  the 
results  fifteen  years  hence,  he  misleads  himself. 

If,  on  the  other  hand,  the  agent  tells  him  that  is  absolutely  going 
to  result,  save  contingencies,  then  the  agent  misleads  him.  I 
wish  to  say  that  about  the  year  1891,  about  the  time  that  the 
system  began  of  preparing  these  illustrations  by  Prof.  Stewart 
that  I  spoke  of,  the  general  manager  issued  a  circular  to  the 
company's  agents  and  that  circular  has  been  copied  and  repeated 
in  every  book  of  instructions  to  the  agents  from  that  day  to  this, 
warning  them  most  positively  that  the  company  does  not  authorize 
estimates  of  future  results,  and  that  they  are  not  to  hold  out  to 
the  insured  any  idea  that  the  company  authorizes  such  estimate. 

O.  You  indulged  a  few  moments  ago  in  an  interesting  state- 
ment about  rates  of  interest,  Mr.  McClintock,  expressing  the 
idea,  if  I  apprehend  you,  that  the  rate  of  interest  is  now  likely 
to  increase,  that  there  is  not  a  permanent"  tendency  downward; 
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may  I  ask  you  to  say  whether  in  your  opinion,  taking  the  whole 
field  of  insurance  as  a  scientific  metliod  of  enabling  one  man  to 
.share  with  his  fellow-men  to  avert  calamity  and  misfortune, 
whether  the  conditions  are  now  such  as  to  make  the  possibility 
of  the  business  more  stable  or  less  so  than  it  has  been  in  the 
past  under  proper  legislation  and  proper  administration  ?  A.  My 
unpression  is  that  in  everything  but  one  respect,  the  prospects 
for  the  future  are  quite  as  good  as  they  are  at  present — I  mean 
the  conditions  of  the  future  are  likely  to  be  quite  as  good  as  the 
conditions  are  at  present.  In  the  rate  of  interest  as  I  say,  I  see 
no  reason  for  believing  that  there  will  be  a  further  diminution. 
The  loans  which  will  be  required  by  the  countries  which  have 
been  at  war  recently  are  pressing  upon  the  money  market,  be- 
cause they  are  expected  to  call  for  a  considerable  amount  from 
the  investors  of  America  and  of  Europe  to  meet  losses  incurred 
by  Russia  and  Japan;  and  while  those  loans  have  not  been  pro- 
posed, nevertheless,  everybody  knows  they  will  have  to  be  opened 
and  that  money  will  have  to  flow  in  that  direction,  so  it  is  well 
known,  for  instance,  that  bonds  are  not  increasing  in  value  at 
present,  that  stocks  are  not  just  now  increasing  in  value,  since 
the  close  of  the  war,  and  in  short  so  long  as  the  destruction  of 
capital  caused  by  the  war  continues  to  produce  efl^ects,  for  that 
very  reason  alone  there  will  be  no  possible  diminution  in  the  rate 
of  interest,  but  if  anything  an  increase.  Then,  further,  for  some 
years  past  the  rate  of  interest  all  over  the  world  has  been  about 
as  low  as  human  nature  is  likely  to  let  it  go.  An  efl^ect  of  the 
low  rate  of  interest  is  to  cause  its  own  cessation  before  a  great 
while  in  two  ways,  both  by  diminution  of  savings  and  by  an  in- 
crease of  enterprise.  Savings,  are  due  to  the  wishes  of  individuals 
to  lay  up  something  for  their  old  age,  or  for  their  families,  and 
if  people  can  get  five  per  cent,  instead  of  three  and  a  half  per 
cent.,  there  is  a  considerably  greater  inducement  to  save.  And 
again,  on  the  other  hand,,  enterprise  is  stimulated  by  a  low  rate 
of  interest,  and  if  people  can  borrow  money  at  low  rates  they  will 
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launch  out  and  project  great  undertakings  which  will  require  the 
use  of  capital  for  many  years  to  come ;  and  in  that  way  it  will  be 
a  tendency  after  a  period  of  low  interest  to  an  increase  in  the 
rate  of  interest,  and  the  history  of  the  world  for  several  hundred 
years  has  been  the  history  of  fluctuations  in  the  rate  of  interest. 
There  are  publications  on  that  matter  that  illustrate  this  subject 
so  that  I  need  not  go  into  it  to  take  the  time  of  the  Committee. 

Q.  You  think,  then,  in  other  words,  that  there  is  no  ground  for 
that  contention  as  to  the  ability  of  the  existing  life  insurance 
companies  to  meet  their  immense  future  obligations,  no  ground 
for  apprehension  in  the  fact  that  interest  is  likely  to  fall  to  such 
a  low  rate  that  the  reserve  could  not  be  kept  up?  A.  I  see  not 
the  slightest.  The  companies  have,  even  if  the  rate  of  interest 
was  to  go  down  to  three  per  cent. — the  companies  have  a  security 
in  the  loadings  of  the  premiums  which  will  be  amply  sufficient 
to  make  up  any  deficiency ;  so  that  as  regards  the  safety  of  the 
policyholder  there  is  not  the  slightest  possibility  of  doubt. 

Q.  Now,  will  you  be  kind  enough  to  explain,  without  going 
into,  of  course,  the  actuarial  and  algebraic  formulae  on  the  sub- 
ject, what  the  actual  method  is,  how  you  determine  the  amount 
that  is  to  be  apportioned  to  these  deferred  dividend  policies  as 
the  time  approaches,  what  the  system  of  calculation  is,  how  you 
determine  what  amount  is  to  be  apportioned  to  those  policies  that 
are  to  expire,  for  instance,  next  year — mature  next  year?  A.  I 
have  an  example  of  the  actual  calculation  if  you  would  like  me 
to  hand  it  in,  but  I  can  give  you  in  a  general  way  what  the  sys- 
tem is,  whichever  way  you  think  would  most  enlighten  the  Com- 
mittee and  those  upon  whom  will'come  the  responsibility  of  bring- 
ing about  legislation  on  that  subject,  if  any  is  found  advisable. 
The  system  can  be  explained  more  quickly  than  I  can  read  the 
calculations.  At  the  end  of  1904,-  toward  the  end  of  1904,  a 
calculation  was  made  of  dividends  to  be  paid  in  1905.  Accord- 
ing to  the  company's  system  the  amount  of  dividends  on  annual 
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•dividend  policies,  that  is  to  say,  all  the  policies  issued  prior  to 
1885,  now  entitled  to  dividends,  and  all  the  annual  dividend 
policies  issued  since  that  time,  the  amount  payable  to  annual 
dividend  policies,  came  according  to  the  gross  estimate  to  some- 
thing more  than  six  hundred  thousand  dollars,  or  in  the  neigh- 
borhood of  six  hundred  thousand  dollars.  And  a  further  cal- 
culation was  made  by  which  the  amount  of  the  total  annual  div- 
idends which  might  have  been  paid  in  the  past,  as  well  as  in  1905, 
on  all  the  other  policies  which  are  entitled  to  a  division  in  1905, 
v/as  estimated  and  came  to  about  two  million  three  hundred  thou- 
sand dollars,  making  a  total  of  two  million  nine  hundred  thou- 
sand dollars  for  division  in  1905.  Now,  this  two  million  nine 
hundred  thousand  dollars  was  found  to  have  accrued  from  the 
five-year  policies,  that  is  to  say,  policies  having  a  dividend  every 
five  years,  which  I  believe  are  not  usually  called  deferred  dividend 
policies — the'y  are  known  in  our  company  as  five-year  distribu- 
tion policies.  Now,  those  policies  were  first  issued  in  1885,  and 
in  1905  those  that  were  issued  in  1885,  received  their  fourth 
dividend.  Those  which  were  issued  in  1890  received  their  third 
dividend,  those  which  were  issued  in  1895  received  their  second 
dividend,  and  those  which  were  issued  in  1900  received  their  first 
dividend.  Those  are  the  five-year  distribution  policies.  Then 
there  are  the  ten-year  distribution  policies  which  were  issued  in 
1885,  they  are  entitled  to  receive  their  first  dividend  in  1905,  and 
they  have  to  be  provided  for.  Then  there  are  the  fifteen-year 
distribution  policies  issued  in  1890;  they  received  their  first  div- 
idend in  1905.  • 
Now,  all  these  different  classes  of  policies  have  their  dividends 
computed  in  this  way:  By  actually  accounting  for  each  policy; 
and  when  I  say  each  policy  I  mean  one  policy  answers  for  every 
other  policy  of  exactly  the  same  description,  so  as  to  avoid  dupli- 
cating the  calculation  of  policies  which  are  identical  in  all  re- 
spects.    Take,  for  example,  the  ordinary  life  policies,  fifteen-year 
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period,  issued  at  the  age  of  thirty-five  years  in  the  year  1890 
at  a  given  rate  of  premium.  Now,  if  we  calculate  dividend  on 
one  such  poHcy  for  a  thousand  dollars  we  know  what  the  dividend 
is  for  all  other  policies  of  exactly  that  description,  issued  at  the 
same  age  on  the  same  plan  in  the  same  }'ear  for  some  other 
amount  or  the  same  amount,  in  proportion  to  the  amount  cal- 
culated for  a  thousand  dollars  in  one  case;  so  the  calculation,  as 
I  say,  which  is  made  for  each  policy  is  made  for  each  particular 
description  of  policy  issued  in  the  same  year  at  the  same  age. 

Now,  that  requires  a  great  many  calculations,  but  all  those  cal- 
culations were  actually  made  in  the  following  manner :  To  take 
the  dividends  which  would  be  paid  as  an  annual  dividend  on  a 
policy  like  that  in  the  year  1901,  which  would  be  the  first  annual 
dividend  on  a  policy  issued  in  1880 — I  am  now  speaking  of  the 
fifteen-year  distribution  policies  maturing  in  1905 ;  add  to  that 
the  rate  of  interest  which  was  used  in  the  dividend  calculations 
for  the  year  1892.  That  brings  us  vip  to  the  year  1892,  and  then 
add  into  that  amount  the  annual  dividend  which  would  have  been 
paid  in  1892,  by  reference  to  our  back  tables  of  dividends ;  then 
add  interest  again  on  the  amount  so  found  to  another  year,  accord- 
ing to  the  rate  used  in  1893,  and  then  add  in  the  annual  dividend 
for  1893,  and  then  interest  and  so  on,  and  so  on,  each  year,  and 
accumulation  of  interest,  and  a  new  dividend,  until  the  year  1905 
is  reached,  when  the  final  interest  is  added  on  the  previous  accu- 
mulation so  found  to  bring  it  up  to  the  anniversary  of  the  policy 
in  1905  ;  and  then  finally  the  annual  dividend  which  would  be 
paid  in  1905,  on  a  policy  of  that  class  entitled  to  annual  dividends 
is  added  in,  and  the  total  makes  the  dividend  on  a  fifteen-year 
policy  maturing  in  1905 — I  beg  pardon,  it  does  not  make  the 
dividend ;  it  makes  the  accumulated  sum  of  annual  dividends,  but 
that  has  to  be  increased  by  a  further  amount.  The  sum,  so  found 
of  accumulated  annual  dividends  is  increased  by  a  percentage  cal- 
culated according  to  the  company's  experience  as  a  fair  percentage 
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to  cover  all  the  claims  of  the  polic3'holclers  as  distinct  from  the 
claims  of  an  annual  dividend  policyholder.  Up  to  this  point  the 
policyholder  has  simply  been  paid  in  place  of  annual  dividend 
policyholder  but  he  has  other  claims  because  he  has  undergone 
other  risks.  He  has  undergone  the  risk  of  losing  all  his  surplus 
in  case  he  had  died ;  if  he  had  died  there  would  have  been  nothing 
paid  in  the  way  of  dividends.  He  has  also  undergone  the  risk 
of  losing  his  surplus  in  case  he  had  dropped  his  policy,  because 
nothing  would  have  been  paid  if  he  had  dropped  his  policy  and 
he  has  also  undergone  a  very  trifling  risk  of  having'  his  accumu- 
lation spoiled  by  some  calamity  like  the  bombardment  of  New 
York,  something  of  that  kind,  an  earthquake,  or  burning  up  of 
the  city  where  a  great  many  buildings  were  that  the  company  had 
mortgages  on.  Such  a  thing  might  happen,  and  the  company 
might  undergo  a  heavy  loss  all  of  a  sudden,  and  as  the  amount 
reserved  by  the  company  toward  these  dividends  are  not  a  legal 
liability  the  policyholders  undergo  some  slight  risk  of  loss,  of 
not  getting  all  the  accumulation  of  the  annual  dividends. 

Xow,  to  meet  these  various  claims  of  the  policyholders  of  this 
class  as  distinguished  from  annual  dividend  policyholders,  a  cer- 
tain percentage  is  added  and  after  this  percentage  is  added,  then 
we  have  the  amount  of  the  dividend  which  is  actually  paid  to 
this   fifteen-year   dividend   policyholder. 

BY  THE  CHAIRMAN : 

Q.  That  is  a  purely  arbitrary  percentage?  A.  Not  at  all.  The 
percentage  is  calculated  according  to  the  experience  of  the  com- 
pany to  a  cent.  Of  course,  such  slight  attention  as  we  pay  to  the 
possible  chance  of  an  earthquake  is  entirely  arbitrary  and  it 
amounts  to  a  very  slight  thing  indeed ;  it  really  means  this,  that 
if  there  is  any  doubt  as  to  what  the  percentage  ought  to  be  the 
policyholders  get  the  benefit  of  the  doubt;  but,  as  regards  the 
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other  point,  the  matter  is  not  arbitrary ;  the  risk  of  death  is  taken 
into  account  and  as  to  that  the  tables  of  mortality  give  us  a  fair 
guide  excepting  this  that  the  holders  of  this  kind  of  policies  are 
better  risks  than  the  average  and  usually  do  not  die  quite  so  fast 
as  the  table  makes  them  die;  and  so  that  it  is  only  a  certain  per- 
centage of  the  table  cost  of  mortality  which  is  used  in  making 
this  estimate;  but  the  table  cost  of  mortality  so  adjusted  is  used 
as  regards  the  risk  that  these  policyholders  have  had  of  losing 
their  surplus  by  death,  and  that  causes  the  policies  issued  at  older 
ages  to  receive  a  larger  percentage  and  those  issued  at  younger 
ages  to  receive  a  smaller  percentage,  because  those  who  enter  at 
older  ag'es  have  a  greater  risk  of  death  in  the  meanwhile.  All 
that  it  calculated  closely  and  according  to  actuarial  principles 
in  connection  with  the  risk  of  death.  Then  as  regards  risk  of 
losing  by  lapse  an  additional  amount  to  that  increase  in  percentage 
is  put  on  which  is  uniform  for  all  these  because  we  cannot  under- 
take to  discuss  or  find  out  whether  the  chances  of  lapsing  are 
greater  or  less  at  different  ages,  and  it  would  vary  anyhow  from 
year  to  year,  so  that  the  loss  by  lapse  is  considered  to  be  rep- 
resented by  uniform  laws  for  each  age. 

Q.  Why  do  you  exclude  so  many  other  contingencies  that 
might  figure  in  that  percentage,  if  that  is  a  scientific  basis  for 
arriving  at  percentage?    A.  What  are  the  other  conting'encies ? 

Q.  Any  contingencies  beyond  those  you  speak  of,  legislative 
inquiry,  possibility  of  failure  of  crops,  possibility  of  failure  of 
the  company — why  are  they  not  as  scientific  bases  as  some  you 
mention?  A.  The  possibility  of  failure  of  crops  or  of  legislative 
investigation  is  simply  one  of  the  ordinary  risks  of  the  business, 
and  is  not  supposed  to — it  is  supposed  to  go  into  the  ordinary 
chances,  and  so  far  as  there  is  any  expense  about  it  it  is  included 
among  the  ordinary  expenses  of  the  business. 

Q.  The  risk  of  war  and  bombardment?  A.  As  regards  the  risk 
of  bombardment,  as  I  said,  the  risk  of  bombardment  or  earth- 
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quake  is  regarded  as  very  trifling  indeed  and  there  are  no  prece- 
dents by  which  we  can  estimate. 

Q.  Does  it  actually  figure  as  a  matter  of  computation,  or  do 
you  simply  state  it  for  the  purpose  of  making  the  theory?  A.  It 
does  not  figure  in  any  definite  manner  in  the  computation  except- 
ing in  the  way  I  stated. 

Q.  Is  there  a  positive  allowance  for  it?  A.  There  is  a  positive 
allowance  for  it,  but  it  is  an  arbitrary  allowance. 

Q.  Can't  you  tell  from  memory  any  percentage  that  was  ever 
allowed  for  such  contingencies?  A.  I  can  only  state  this,  that 
in  estimating  these  percentages  for  lapses  and  losses,  our  experi- 
ence is  not  uniform,  our  experience  varies  from  year  to  year,  and 
those  policies  are  issued  at  all  times  in  the  year,  some  on  the  ist 
of  January,  and  some  on  the  last  day  of  December,  so  we  cannot 
go  according  to  the  experience  of  calendar  years. 

Q.  Can  you  imagine  a  fraction  which  with  any  approximate 
accuracy  would  represent  these  contingent  risks  you  speak  of? 
A.  I  cannot,  any  definite  risk ;  but  -we  will  say  this,  that  in  form- 
ing these  percentages,  in  undertaking  to  take  from  the  experience 
of  the  company  which  might  make  in  one  year  on  a  certain  class 
of  policies  a  percentage  of  lapsed  profit  of  13  per  cent.,  and 
the  next  year  14  and  the  next  year  12  and  the  next  year  15%, 
the  next  year  11  and  so  on — in  order  to  prevent  fluctuation — ^be- 
cause it  is  part  of  our  business  to  prevent  fluctuation,  and  make 
things  go  as  smoothly  as  possible  in  order  that  policyholders  shall 
g'et  their  results  according  to  the  average  cost,  and  not  according 
to  chance  annual  fluctuations  that  take  from  the  average,  if  it 
happens  to  be  so,  call  it  something  like  13  or  14 — I  do  not  under- 
take to  follow  those  averages  with  absolute  closeness,  but  where 
there  is  any  place  for  a  doubt — as  I  say  if  there  is  any  doubt  be- 
tween 13  per  cent,  and  14  per  cent.,  as  the  proper  average,  I 
should  make  it  14,  because  I  do  recollect  that  those  policies  might 
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have  had  some  chance  of  having  their  surplus  infringed.     It  is 
about  the  best  I  can  do  under  the  circumstances. 

BY  MR.  McKEEN : 

Q.  I  understand;  to  get  this  matter  clearly  before  the  Com- 
mittee as  to  your  particular  company,  the  extent  to  which  your 
company  enter  into — vv^hether  or  not  they  enter  into  any  obliga- 
tion as  to  the  payment  of  dividends — I  understand  that  the  con- 
tract if  there  be  one,  takes  the  form  of  an  application  made  by 
intending  policyholders,  which  is  referred  to  in  the  policy  itself 
as  a  part  of  the  contract  and  I  find  this  expression  in  the  applica- 
tion for  Mutual  Life  policies,  or  this  description:  "I  further 
agree  that  in  any  distribution  of  surplus  the  principles  and  meth- 
ods which  may  then  be  in  use  by  the  company  for  such  distribu- 
tion, and  its  determination  of  the  amount  apportioned  to  such 
policies  shall  be  and  are  hereby  ratified  and  accepted  by  and  for 
every  person  who  shall  have  or  claim  any  interest  in  the  con- 
tract." Is  that  the  form  as  you  recall  it  of  the  contract  that  is 
now  in  use  ?  A.  I  cannot  say.  The  legal  points  in  the  appli- 
cation are  framed  in  the  law  department ;  I  do  not  think  I  have 
ever  been  consulted  in  regard  to  that  particular  clause. 

Q.  This  appears  in  what  is  known  as  the  guide  for  1904,  and  is 
printed  as  the  form  of  application  for  a  Mutual  Life  policy.  You 
have  no  reason  to  doubt  the  accuracy  of  that,  subject  to  correc- 
tion— it  can  be  assumed  to  be  the  contract?  A.  From  its  being- 
printed  there  I  would  say  that  I  ha\e  no  reason  to  doubt  it.  If 
you  would  ask  me  the  question  without  saying'  that  it  is  printed 
there,  I  should  say  that  at  one  time  or  other  I  recollect  seeing 
something  like  that  in  the  application,  but  I  could  not  say  whether 
it  i^  there  now  or  not. 

O.  Well,  the  point  of  calling  it  to  your  attention  was  simply 
this :     It  does  appear  that  the  company  reserves  the  full  right  to 
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decide  for  itself  what  is  the  fair  apportionment  of  dividend  at  the 
expiration  of  the  policy?  A.  Undoubtedly.  Anything  else 
would  be  chaos. 

O.  And  you  also  under  the  terms  of  this  application  feel  at 
liberty  to  adopt  any  changes  in  the  method  of  this  computation 
which  seem  to  you  to  make  it  more  equitable.  In  other  words 
you  do  not  feel  bound  to  continue  to  use  the  same  method  of  com- 
putation which  was  in  use  at  the  time  the  policy  was  issued  ?  A. 
If  it  was  stated  at  the  time  the  policy  was  issued  that  the  com- 
pany carried  on  its  dividends  in  accordance  with  the  contribu- 
tion plan,  for  instance,  I  should  consider  that  the  actuary  was 
bound  to  follow  the  contribution  plan  unless  and  until  the  Board 
of  Trustees  deliberately  with  its  eyes  open  decided  that  some 
other  method  was  more' equitable,  and  the  Board  of  Trustees  has 
very  rarely  made  any  change  in  the  method  of  the  distribu- 
tion. 

Q.  Well,  what  change,  substantial  change,  has  been  made  in 
late  years  in  the  method  of  computing  these  dividends  which  you 
have  detailed?  A.  There  is  no  change  whatever  in  the  method 
of  computing  the  dividends,  15-year,  lo-year,  15-year  and  20- 
year  policy-^-there  are  no  20-year  policies — 15-year  policies  since 
I  went  to  the  company,  and  I  think  I  have  made  all  the  dividends 
on  those  policies  from  the  beg'inning. 

Q.  Well,  is  there  anything  to  state  descriptive  of  the  method 
■of  determining  the  annual  dividends?  A.  The  method  of  deter- 
mining the  annual  dividend  is  this :  We  find  out  how  much  has 
teen  earned  on  that  policy  by  the  surplus  interest  on  the  reserve. 
That  was  formerly  a  very  large  amount.  In  1885,  for  instance, 
it  was  at  the  rate  of  61/2,  per  cent.  I  stated  yesterday  that  the 
rate  had  been  gradually  getting  reduced  until  at  the  present  time 
it  is  4I/2,  per  cent.  Now  the  surplus  interest  on  the  reserve  at 
■61/2  per  cent,  is  2I/2  per  cent,  over  the  4  per  cent,  necessary  to 
accumulate  reserve,  and  where  it  is  4.1  per  cent  actually  realized, 
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the  surplus  interest  is  only  one-tenth  of  one  per  cent.  Now, 
2^^  per  cent,  is  just  twenty-five  times  one- tenth  of  one  per  cent. ; 
so  that  on  a  given  policy  of  a  given  age  the  surplus  from  interest 
in  1875  was  exactly  twenty-five  times  what  it  is  now.  So  that 
you  may  see  that  the  surplus  over  interest  on  the  4  per  cent, 
policies  has  been  reduced  to  a  minimum.  Of  course  on  the  policies 
issued  since  1897  while  we  hold  a  ^Vz  P^r  cent,  reserve,  the 
surplus  over  interest  is  now  six-tenths  of  one  per  cent.,  above 
3%  PSJ"  cent. ;  so  that  the  annual  dividend  on  policies  issued  since 
1899  have  a  surplus  of  interest  on  a  basis  of  six-tenths  of  one 
per  cent,  while  the  policies  issued  before  1898  have  a  surplus  of 
interest  over  the  4  per  cent,  basis  of  one-tenth  of  one  per  cent. 
Now,  whatever  the  surplus  of  interest  may  be  that  is  put  aside 
in  the  calculation  as  one  of  the  elements  of  the  dividend,  and 
as  I  said  yesterday  on  the  paid-up  policies  which  were  brought 
in  the  other  day  with  dividends  showing  so  small,  the  item  of  in- 
terest is  the  only  item  there  is ;  but  when  I  find  how  much  there 
is  to  be  divided  during  the  next  year  on  the  policies  entitled  to  a 
division  during  that  year,  including  the  annual  dividend  of  1905 — 
supposing  that  I  make  the  calculation  toward  the  end  of  1904 — 
then  I  find  that  there  is  a  certain  amount  of  surplus  available  for 
division,  including  these  calculated  accumulations  from  the  past 
on  the  supposed  annual  dividends.  The  remaining  surplus  earn- 
ings of  the  year  are  left  in  reserve,  but  the  surplus  earnings  on 
the  policies  entitled  to  a  dividend  an  the  annual  dividend  plan, 
having  found  the  total  amount,  having  found  the  amount  of  that 
which  comes  from  interest,  the  remainder  is  distributed  among 
the  policies  by  percentages  of  the  loadings  on  the  premiums.  I 
think  I  need  not  describe  to  this  Committee  what  the  loadings 
on  the  premiums  are,  that  has  been  talked  of  a  good  many  times. 
Now,  the  loadings  on  the  annual  premiums  paid  in  1890 — ^take 
the  policies  issued  since  1897,  for  instance,  by  way  of  making 
the  matter  more  clear,  because  they  have  a  different  loading  from 
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the  earlier  policies— the  loading  on  the  annual  premiums  of  the 
policies  issued  in  1904  is  taken  with  a  certain  percentage,  and 
that  percentage  on  the  loading  is  called  a  part  of  the  dividend 
on  those  policies  issued  in  1904.  That  is  their  first  dividend. 
For  the  policies  issued  in  1903  a  somewhat  higher  percentage 
of  loading  is  taken  and  for  policies  issued  in  1902  a  somewhat 
higher  percentage ;  and  in  short  the  older  a  policy  the  larger  the 
percentage  of  the  loading,  and  those  percentages  of  loading  are 
uniform  for  all  kinds  of  policies  issued  in  the  same  calendar  year 
for  the  division  of  1905,  but  as  I  say  they  increase  for  the  earlier 
calendar  years,  the  older  a  policy  is  the  larger  the  percentage 
of  loading.  Now  those  percentages  of  loading  added  to  the 
interest  percentage  make  up  the  annual  dividend. 

Q.  We  referred  yesterday  to  a  letter  from  Mr.  Clarke  which 
was  read  to  Mr.  McCurdy  by  Mr.  Hughes  and  Mr.  McCurdy 
referred  the  question  to  yourself  in  that  connection.  It  was  un- 
derstood that  you  said  the  most  of  the  complaints  that  came  to 
the  company  are  from  a  class  of  policyholders  who  had  the  benefit 
of  a  reduction  of  the  premiums  some  years  ago  and  you  also  ex- 
plained to  some  extent  why  it  is  that  the  dividends  diminished 
after  the  premiums  have  all  been  paid  either  by  single  premiums 
or  by  premiums  in  installment  for  a  period  of  years.  And  it 
does  appear  I  may  say  that  most  of  the  letters  that  reach  this 
Committee  seem  to  have  come  from  that  particular  class  of 
policyholder ;  but  in  order  to  have  one  type  of  the  class  of  com- 
plaints, I  will  read  a  portion  of  another  letter  on  that  general 
subject — perhaps  two  or  three  letters,  and  then  ask  some  further 
explanation  added  to  what  you  gave  yesterday  as  to  the  course 
of  dividends  in  the  case  of  Mr.  Clarke.  A.  Are  you  coming  to 
Mr.  Clarke's  letter  by  the  by? 

Q.  Yes,  directly,  in  connection  with  one  or  two  letters  that  I 
will  now  read.  This  is  a  letter  addressed  to  the  Committee  com-- 
plaining  of  thf  record  of  policy  No.  239,053,  taken  out  March  5, 
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1883.  The  writer  says,  "I  am  sending  this  record  thinking  that 
possibly  it  may  be  of  interest  to  you  and  helpful  in  the  work  you 
are  doing.  Also  I  am  enclosing  you  a  letter  which  Flemming 
Brothers  wrote  me  at  the  time  of  making  the  record" — Flemming 
Brothers  being  the  agents  at,  I  think,  Des  Moines,  Iowa.  "Please 
note  that  they  argue  that  I  should  be  pleased  with  the  result  be- 
cause I  was  admitted  under  a  decreased  rate,  but  they  do  not 
explain  why  the  first  few  years  under  this  decreased  rate  the 
policy  was  much  more  profitable  to  me  than  it  has  been  during 
the  past  fifteen  years,  though  they  claim  that  the  business  of  the 
company  has  increased  to  such  an  extent  that  it  has  been  advis- 
able to  largely  increase  the  salaries  of  their  officers."  Then^  the 
record,  which  I  may  as  well  read,  is  as  follows:     "1884,  policy 

of  only  a  thousand  dollars A.  Is  there  any  indication  of  the 

age  of  the  insured  or  amotnit  of  the  premium? 

O.  No,  unless  in  the  letter  I  am  handing  you — the  letter  of 
your  agent — probably  you  can  tell  by  the  rate  of  the  premium 
which  appears  here:  "Date  1884,  additions  $8.00;  1885,  addi- 
tions,-$9.00 ;  1885,  additions,  $7.00;  1887,  $7.00;  1888,  $5.00; 
1889,  $5.00;  1890,  3.00;  1891,  3.00;  1892,  $4.00;  1893,  $4.00; 
1894,  $1.00;  1895,  $2.00;  1896,  $2.00;  1897,  $2.00;  1898,  $2.00; 
1899,  $2.00;  1900,  $2.00;  1901,  $2.00;  1902,  $3^00;  1903,  $3-00 ; 
1904,  $2.00;  1905,  $2.00."  I  will  read  another  of  the  same  gen- 
eral class :  Policy  193,857,  dated  October  29,  1878,  annual  pre- 
mium for  ten  years  only,  $40.20,  record  of  premiums  on  the 
policy  were  paid  in  full.  Following  dividends  were  credited  on 
the  policy  by  the  company  under  the  dates  given :  October  29, 
1883,  $304;  1884,  $104;  1885,  $174;  1886,  $156;  1887,  $165 ;  1888, 
$140;  1889,  $91;  1890,  $70;  1891,  $70;  1892,  $71;  1893,  $71; 
1894,  $43;  1895,  $43;  1896,  $44;  1897,  $44;  1898,  $37;  1899, 
$30  ;  1900,  $30 ;  1901,  $30  ;  1902,  $30 ;  1903,  $30 ;  1904,  $10.  Now, 
^in  view  of  your  very  careful  and  accurate  statement  of  the  method 
of   computing   dividends,   it  of   course   strikes   us   as   somewhat 
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singular  that  in  that  period  of  years  like  this  there  should  be 
quite  a  number  of  years,  succession  of  years,  that  the  premium 
is  identical?     A.  The  dividend? 

Q.  I  mean  the  dividend,  identical.  It  would  seem  that  there 
must  inevitably  be  greater  difference.  Now,  if  you  will  further 
enlighten  the  Committee  as  to  how  it  happens  that  those  dividends 
have  apparently  diminished  as  they  have  in  these  various  cases 
and  add  any  further  comment  as  to  Mr.  Clarke's  letter,  we  would  ' 
be  glad  to  have  you  do  so.  A.  This  last  case,  we  will  take  that 
first.  I  assume  that  the  figures  are  given  correctly  and  yet  the 
first  statement  of  the  dividend  in  1883,  $304,  would  seem  to  in- 
clude the  previous  dividends  in  1879,  1880,  1881  and  1882.  Your 
previous  policy  was  dated  in  1878.  The  company  made  its  record 
of  additions  on  the  policy,  probably  increasing  from  year  to  year 
during  the  first  four  years,  and  then  apparently  this  gentleman 
began  to  make  his  list  from  a  statement  sent  by  the  company  in 
1883,  giving  him  the  amount  of  the  accumulated  dividends  of  the 
previous  years,  amounting  to  $304,  because  his  list  begins  with 
1883,  and  yet  as  a  matter  of  fact  that  certainly  represented  four 
dividends  and  there  remained  therefore  the  diminutions  in  sub- 
sequent years. 

Now,  the  Chairman  yesterday  troubled  me  a  little,  very  much 
as  a  man  might  be  troubled  if  he  was  asked  whether  he  had 
stopped  beating  his  wife.  You  cannot  answer  such  a  question 
yes  or  no.  He  asked  me  whether  the  steadily  progressive  diminu- 
tion of  dividends  was  common  to  all  policies  of  the  Mutual  Life. 
Now,  my  impression  is  that  the  paid-up  policies  have  had  one  or 
two  more  years  in  which  there  was  a  diminution  than  the  policies 
on  which  premiums  have  been  paid,  because  while  there  have 
been  variations  in  the  rate  of  interest,  there  have  also  been  some 
diminutions  this  way  and  that  in  the  other  element,  and  my  im- 
pression is  that  there  are  not  quite  so  many  years  in  which  the 
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diminution  appears  in  those  policies  as  there  are  in  the  paid-up 
poHcies,but  even  in  the  paid-up  policies  there  has  not  been  a  reg-ular 
steadily  progressive  diminution,  so  I  hesitated  somewhat  in  my 
answer  to  the  Chairman.  Take  this  very  policy,  for  instance, 
which  is,  I  fancy,  quite  similar  to  the  Clarke  policy.  The  Clarke 
policy  is  a  paid-up  policy.  The  dividends  on  the  paid-up  policy 
show  the  first  dividend  on  the  paid-up  policy  was  in  1894.  In 
1895  there  was  an  increase.  In  1896  there  was  an  increase.  In 
1897  there  was  an  increase.  In  1898  there  was  an  increase.  In 
1899  there  was  an  increase.  In  1900  there  was  an  increase.  In 
1901  there  was  an  increase.  In  1902  there  was  an  increase.  In 
1903  there  was  an  increase.  So  there  was  an  increase  in  this 
very  Clarke  policy  in  the  cash  dividends  beginning  from  the  year 
1894  when  the  first  paid-up  dividend  was  given  until  1903.  Then 
there  was  a  drop — I  beg  pardon.  This  was  not  a  paid-up  policy. 
I  am  talking  about  a  different  kind  altogether.  That  might  as 
well  be  cancelled,  what  I  said  about  that  policy.  This  was  not 
a  paid-up  policy.  I  will  take  another  paid-up  policy.  I  was 
surprised  myself  when  I  read  those  increases. 

I  want  to  find  you  a  paid-up  policy  showing  you  the  amount 
of  cash,  and  showing  you  how  it  was  increased  and  decreased. 
I  want  to  take  one  of  these  very  policies  that  the  Committee  has 
had  before  it.  Here  is  a  policy  on  the  life  of  Mr.  Tausig,  which 
was  the  first  one  mentioned  in  Mr.  Hughes'  letter  to  the  com- 
pany The  reversionary  amounts  here  show  additions  increas- 
ing, 1881,  1882,  1883;  1884,  1885.  Then  there  was  a  drop  in 
1886,  and  in  1887  there  was  an  increase  in  the  cash.  In  1888 
there  was  another  drop.  1888  and  1889  show  an  increase.  In 
1890  there  was  another  drop.  1891,  1892  and  1893  show  an  in- 
crease. In  1894  there  was  another  drop.  1895,  1896 
and  1897  showed  an  increase.  In  1898  there  was  another  drop. 
In  1899  another  drop.  For  four  years  after  that  there  was  a 
slight  increase  in  the  cash,  becai^se,  as  I  might  say,  the  rate  of 
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43-10  per  cent,  was  used  during  those  four  years,  and  as  the 
reserve  increased  a  little  every  year  the  cash  value  increased  also 
a  little  every  year.  Then  there  was  a  drop  in  1904.  Now,  there 
have  been  a  number  of  drops  owing  to  the  diminution  in  the 
rate  of  interest,  but  there  have  not  been  so  many  years  in  which 
drops  have  occurred  as  when  there  was  an  increase.  On  the 
whole  there  has  been  a  little  diminution,  so  I  hardly  knew  whether 
to  agree  to 'the  chairman's  statement  that  there  had  been  a  pro- 
gressive diminution  or  not.  On  the  whole  there  has  been  a  very 
great  diminution  on  these  dividends  in  the  paid-up  policies.  Now, 
this  second  policy  of  which  you  spoke,  it  is  a  paid-up  policy,  and 
on  that  the  amount  of  addition  in  each  case  is  thirty  dollars. 

Now,  the  reason  for  that  is  just  this.  In  the  first  place, 
the  additional  insurance  added  to  a  policy  is  calculated  by 
reference  to  the  preliminary  calculation  of  the  cash  dividend. 
In  other  words,  whatever  the  cash  dividend  will  puchase  is 
put  down  as  the  additional  insurance,  and  it  is  put  down  at  the 
nearest  dollar.  And  in  this  particular  case,  it  came  in  even 
dollars,  thirty  dollars  you  will  notice,  there  are  no  cents  in 
this  letter.  All  even  dollars.  The  dollars  came  to  thirty 
dollars.  If  it  had  been  carried  out  to  cents  it  would  have 
been  about  the  same  thing,  not  very  much  difference,  and  the 
reason  is  this,  that  on  a  paid  up  policy,  if  you  always  give  the 
same  percentage  of  reserve  for  a  cash  dividend,  you  have  prac- 
tically got  to  give  a  stationary  additional  insurance,  because 
the  cost  of  the  additional  insurance  corresponds  to  the  reserve 
of  the  paid  up  policy,  whatever  the  reserve  of  the  paid  up 
policy  is,  at  age  30.  Suppose  a  certain  reserve  purchased  a 
thirty  dollar  dividend  at  age  thirty,  this  reserve  being  the  cash 
value  of  the  dividend  you  understand.  Suppose  a  certain  cash 
value  of  the  dividend  purchased  a  certain  addition  at  age 
thirty,  the  addition  for  the  cash  value  of  the  dividend  is  the 
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same  percentage  as  the  increase  reserve  at  age  tliirty-one,  then 
it  must  necessarily  purchase  thirty  dollars  at  age  thirty-one. 

In  other  words,  with  the  same  percentage  of  an  increasing 
reserve,  you  have  a  stationary  amount  of  additional  insurance, 
and  you  will  find  that  in  all  these  paid  up  policies,  the  history 
of  them,  that  for  a  number  of  years  the  additional  insurance 
is  stationary  while  the  cash  dividends  which  purchase  that 
addition  is  gradually  and  slightly  increasing  along  with  the  re- 
serve, that  being  the  same  percentage  of  the  reserve  each  year, 
tjierefore,  as  long  as  the  same  percentage  of  the  reserve  is  used,  the 
cash  value  ought  to  be  uniform.  That  accounts  for  the  uniformity 
during  these  four  or  five  years  you  spoke  of  to  me.  This 
being  a  paid-up  policy  ever  since  the  year  1887,  when  the  last 
premium  was  paid,  I  think  that  concerning  that  particular 
policy,  there  is  comparatively  little  to  be  said,  excepting  the 
explanation  I  have  given  in  general  about-^paid-up  policies 
Now,  this  other  policy  is  in  Iowa. 

Q.  Will  you  just  state — you  said  this  other  policy — will 
you  give  us  the  number,  so  that  the  record  may  correspond 
with  the  letters.  A.  The  first  policy  relates  to  No.  193,857. 
That  is  the  one  that  had  thirty  dollars  for  several  years.  The 
policy  No.  239,053  is  an  ordinary  life  policy.  It  is  not  a  paid 
up  policy.  This  is  an  ordinary  life  policy  issued  at  age  25  in 
1883.  This  gentleman  has  paid  his  premiums,  I  presume  he 
has  paid  them  in  full,  I  forget  whether  he  said  he  had  paid 
them  in  full  or  not,  but  he  has  paid  them  from  the  beginning 
and  has  to  pay  theni  until  his  death. 

O.  The  premium  rate  is  given  from  Mr.  Flemming's  letter. 
A.  Yes,  the  premium  rate  is  given.  It  is  sixteen  dollars,  ninety- 
one  cents.  He  has  had  a  dividend  every  year  since  that  policy 
was  issued,  it  being  a  participating  policy.  It  is  not  much  of  a 
dividend  but  it  is  a  dividend.  The  present  non-participating 
rate  at  age  twenty-five,  which  was  his  age  when  he  was  insured 
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for  a  life  policy,  without  dividends  at  all  is  seventeen  dollars 
thirty  seven  cents  on  a  thousand  dollars,  which  is  forty-six 
cents  more  than  the  amount  which  he  pays  as  a  premium, 
and  on  that  sixteen  dollars,  ninety-seven  cents,  the  smaller 
premium,  he  has  been  getting  dividends  every  year  without 
exception. 

BY  THE  CHAIRAIAX  : 

Q.  1  did  not  understand  you.  Did  you  say  the  present  is 
seventeen  dollars  and  some  cents.  A.  Seventeen  dollars 
thirty  cents. 

O.  And  what  has  he  been  paying?  A.  Sixteen  dollars  ninety- 
one  cents,  less  dividends.  The  non-participating  rate  of  this 
company  and  most  of  the  other  companies  doing  business  is" 
seventeen  dollars,  thirty-seven  cents,  and  that  is  what  we  have 
charged  to  anybody  who  came  to  us  to  ask  for  a  policy  with- 
out dividends  at  all,  and  yet  this  gentleman  has  been  getting 
a  policy  on  which  the  premium  was  sixteen  dollars  and  ninety- 
one  cents,  and  has  been  getting  a  dividend  every  year.  It  will 
be  easily  seen  that  with  that  great  reduction  of  premiums  in 
1879  ''nd  continued  until  1885,  the  policyholders  could  not  expect 
much  of  a  dividend,  and  as  a  matter  of  fact,  they  have  not 
got  much,  and  as  I  said  yesterday,  these  policyholders  and 
policyholders  with  paid-up  policies,  have  been  not  only  the 
ones  who  have  written  numerously  to  the  committee,  but  have 
written  most  to  the  company  concerning  their  dividends.  The 
holders  of  paid-up  policies  have  a  substantial  point  to  talk 
about,  concerning  the  dividends  being  decreased  owing  to  the 
rate  of  interest.  They  did  not  know  what  the  reason  was, 
and  as  a  rule  they  have  been  satisfied  when  the  matter  has  been 
explained  to  them.  The  holders  of  the  other  policies  show  a 
little  decrease. 
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BY  THE  CHAIRMAN: 

Q.  Before  you  leave  that  one,  have  not  his  dividends,  small 
as  they  are,  progressively  decreased,  although  they  are  still 
declared?  A.  That  is  vsrhat  I  was  coming  to.  These  divi- 
dends on  the  low  rate,  as  small  as  they  are,  have  been  about 
the  same  since  1894.  That  is,  the  addition  has  been  two 
dollars  every  year  until  1901,  and  then  for  two  years  it  was 
three  dollars,  and  for  the  last  two  years  it  is  two 
dollars.  Practically  the  same  amount  of  addition,  al- 
though the  addition  costs  a  little  more  as  a  man  gets  older, 
and  the  cash  value  is  perhaps  a  little  greater,  but  it  has  been 
substantially  stationary  for  the  last  ten  years. 

BY  MR.  McKEEN : 

Q.  In  that  connection,  will  you  explain  how  it  is  that  the 
tendency  may  be  to  cause  a  diminution  of  dividends  as  men 
get  older.  There  seems  to  be  a  very  general  impression  re- 
flected in  a  great  deal  of  the  correspondence  received  by  the 
Committee,  that  as  a  man  gets  to  be  old  and  has  paid  a  larger 
amount  into  the  company,  his  dividends  should  progress  ac- 
cordingly. A.  There  is  no  doubt  in  my  judgment,  that  if  the 
circumstances  and  the  business  continues  uniform,  that  the 
older  a  man  gets  the  larger  should  be  his  dividends,  though 
not  necessarily  the  larger  amount  of  insurance.  When  a 
man  gets  to  be  sixty-five  or  seventy,  or  seventy-five  years  old, 
the  purchase  of  the  additional  insurance  costs  a  good  deal  of 
money,  and  the  increasing  cash  dividend  might  at  those  ages 
produce  a  diminishing  insurance,  but  in  a  general  way  cer- 
tainly the  cash-  dividends  ought  to  increase  if  the  circumstances 
were  the  same. 

Q.  You  spoke  about  desiring  to  add  something  further  about 
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]\Ir.  Clarke's  letter?  A.  Oh,  Mr.  Clarke  has  one  of  those  policies 
at  low  rate.  From  1894  to  1903,  that  is  to  say,  ten  years,  soHd 
successively,  there  was  an  annual  increase  in  the  cash  dividend 
on  Mr.  Clarke's  policy.  His  cash  dividend  in  1894 — shall  I 
read  the  dividends,  Mr.  McKeen? 

Q.  Well,  we  have  them  all  read  on  the  record.  A.  I  will  f)ut 
them  on  the  record  by  reading  them. 

Q.  They  are  in  the  record,  are  they  not  ?  A.  The  cash  divi- 
dends or  only  the  insurance? 

Q.  The  whole  letter  was  read.  A.  I  am  not  sure  that  he 
stated  in  his  letter  the  amount  of  the  cash  dividends. 

MR.  HUGHES :  Yes,  he  did,  on  page  2. 

THE  WITNESS :  Correct.  Well,  I  will  take  it  from  the 
letter,  the  cash  dividends  had  increased  from  1894  to  1903 
steadily.  Now,  in  1903,  the  following  year,  1904,  there  was  a 
reduction  on  all  policies.  Mr.  Clarke's  low  rate  and  everybody 
else.  Every  policy  throughout  the  company  had  a  reduced 
rate  in  1904.  There  was  a  reduction  in  the  cash  value  of  the 
dividends  from  1903  to  1904.  That  was  the  last  dividend  paid 
on  any  premium  paid  by  Mr.  Clarke.  After  that  in  1905,  came 
the  dividend  on  the  paid-up  insurance,  and  that  is  exactly  one- 
tenth  of  one  per  cent.  cash. 

Q.  You  mean  1895,  don't  you?     A.  In  1905. 

Q.  This  year?  This  year.  The  cash  dividend  in  1905  is 
exactly  one-tenth  of  one  per  cent,  on  the  reserve  of  his  policy, 
being  a  paid-up  policy.  That  shows  a  great  dropping  off  in 
1905,  because  his  poHcy  has  become  a  paid-up  poHcy,  the  last 
premium  having  been  paid  1903.  In  1903,  he  paid  his  last 
premium  and  in  1904,  he  received  his  last  dividend  on  a  pre- 
mium, and  in  1905,  he  received  his  first  dividend  on  a  paid-up 
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policy,  and  that  is  as  I  said  before,  one-tenth  of  one  per  cent., 
which  is  a  very  low  figure. 

Q.  Mr.  Clarke  has  written  recently  to  the  newspapers  on  this 
subject  and  I  will  read  two  paragraphs  of  a  letter  from  him, 
published  in  the  Evening  Post  of  Monday  of  this  week. 

"As  contractor  and  as  payer  of  premiums  he  has  no  more 
interest  than  the  policyholder  in  a '  pure  stock  company  in 
the  question  whether  the  company  makes  profits  or  not,  and  in 
the  distribution  of  profits,  but  as  a  member  of  the  corporation, 
he  like  the  stockholder  in  a  pure  stock  company  has  a  vital 
interest  in  these  things." 

Then,  another  paragraph,  is  as  follows : 

"As  the  right  to  share  in  the  profits  comes  not  from  the 
company,  but  from  the  membership  in  the  company,  the  divi- 
dends distributed  ought  to  be  identical  with  the  dividend  prin- 
ciples which  is  in  the  case  of  a  pure  stock  company,  that  is 
the  dividend  ought  to  be  proportionate  to  the  investment. 
Each  policyholder's  share  of  the  total  amount  to  be  divided 
ought  to  be  in  the  ratio  of  the  premium  which  he  has  paid, 
to  the  total  amount  of  premiums  which  all  members  of  the  com- 
pany have  paid." 

What  is  your  answer  to  those  comments  of  Mr.  Clarke's?  A. 
I  think  Mr.  Clarke  is  the  first  person,  distinguished  lawyer  as 
he  is,  the  first  person  in  the  universe,  who  has  ever  propounded 
that  theory.  He  forgets  that  out  of  his  first  premium  a 
considerable  portion  was  taken  to  pay  other  persons'  death 
losses.  He  calls  it  an  investment.  It  is  nothing  of  the  sort. 
It  is  a  premium  paid  to  any  other  people's  death  losses  with. 
After  paying  the  death  losses  of  other  people  the  premium  is 
held  in  reserve  towards  paying  more  death  losses,  and  the  next 
year  a  lot  of  other  death  losses  are  assessed  upon  all  these 
policies,  and  in  short,  everybody's  premium  is  used  every  year 
towards  the  payment  of  the  death  losses  of  that  year,  either 
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his  premium  or  the  reserve  derived  from  his  previous  premium, 
So  that  also  1  suppose  he  might  admit  that  it  was  his  duty  to 
contribute  something,  however  small,  ta\l(ards  expenses,  and 
whatever  was  his  particular  contribution  towards  expenses, 
surely  he  would  not  regard  that  in  the  light  of  an  investment. 
In  short,  take  the  premium  that  a  man  pays,  and  add  it  to  the 
premium  that  he  pays  next  year  and  so  on,  to  say  he  has 
invested  so  much  in  the  company,  when  most  of  it  has  been 
used  for  death  losses  and  expenses,  is  a  thing  which  is  now 
heard  of  for  the  first  time  in  the  history  of  life  insurance. 

Q.  Of  course  it  has  been  shown,  and  it  appears  in  the  published 
statements  of  the  company,  that  the  expenses  of  your  company 
and  the  expenses  of  many  other  companies  are  very  great,  not 
only  for-  the  matter  of  getting  new  bvtsiness,  agency  commissions, 
and  so  on,  but  the  expenses  for  the  conduct  of  the  business  are 
so  great  as  to  attract  a  great  deal  of  public  criticism.  Can  you 
briefly  state  what  figure  the  increase  of  expenses  cuts  in  the 
matter  of  reduction  of  dividends  to  policyholders?  It  has  been 
said,  for  example,  and  many  letters  have  been  shown  to  us  written 
to  agents  of  your  company,  stating  that  the  real  explanation  of 
the  diminution  of  dividends  in  certain  years  in  the  loss  in  the 
rate  of  interest  realized.  It  has  been  represented  that  that  was 
substantially  the  explanation.  A.  There  are  various  causes  for 
a  general  reduction  of  dividends  in  the  past  twenty  years  in  all 
companies.  The  companies  which  paid  the  very  largest  dividends 
twenty  years  ago  may  still  be  paying  the  largest,  but  those  com- 
panies, without  exception,  have  sufifered  considerable  diminutions 
in  the  meanwhile.  I  would  like  to  read  an  extract  here  from  a 
publication  by  an  extremely  conservative  company,  called  the  Con- 
necticut Mutual.  The  annual  report  on  page  7,  the  report  for 
1904  of  the  Connecticut  Mutual  Life  Insurance  Company  says: 
"One  of  the  principal  events  for  us  during  the  past  year  has  been 
the  decision  of  your  directors  that  in  consequence  of  the  conditions 
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which  have  been  progressively  developing  for  the  past  ten  years 
and  more,  it  was  no  longer  expedient  to  draw  so  heavily  upon 
past  accumulations  of  surplus  in  order  to  maintain  the  high  scale 
of  dividends  which  has  obtained  since  1881,  and  that  it  was  ex- 
pedient to  reduce  dividends  to  conform  more  nearly  at  least  to 
the  present  ability  to  earn  surplus.  Since  1898  we  have  used 
current  accumulations  and  have  also  drawn  upon  the  then  surplus 
to  a  very  large  amount  in  order  to  postpone  as  long  as  might  be 
any  reduction  in  dividends." 

In  other  words,  since  1898  the  Connecticut  Mutual  states  that 
for  five  years  it  was  paying'  as  dividends  more  than  it  earned  an- 
nually, drawing  upon  past  accumulations  to  make  it  good,  so  as  to 
avoid  a  reduction,  but  finally  they  found  it  absolutely  necessary 
to  make  a  reduction.  That  company  is  one  which  of  all  others 
has  spent  less,  done  less  new  business,  spent  less  in  other  ways 
generally,  than  any  other,  and  notwithstanding  that  that  company 
has  been  compelled  to  make  this  reduction.  I  do  not  doubt  that 
it  is  largely  due  to  the  reduction  in  the  rate  of  interest.  The 
Northwestern  has  made  a  heavy  reduction  in  its  dividends.  I 
have  not  followed  the  facts,  but  I  fancy  several  times  in  the  las^: 
twenty  years.  There  is  no  company,  however  proud  it  may  be  of 
its  dividend  record,  that  has  not  had  occasion  to  make  heavy  re- 
ductions in  the  last  twenty  years,  and  not  altogether  in  connection 
with  interest.  There  is  one  item,  to  which  I  adverted  yesterday, 
which  has  had  a  considerable  efifect,  the  progressive  liberality 
of  the  companies.  When  you  give  no  surrender  values  at  all 
you  make  a  large  profit  on  lapses.  As  I  said  yesterday,  the  ex- 
penses of  the  Mutual  Life,  and  I  dare  say  of  various  other  com- 
panies of  forty  or  forty  odd  years  ago,  were  regularly  paid  out 
of  the  profits  on  lapses.  All  the  expenses  of  every  description. 
Twenty  or  thirty  years  ago  only  a  portion  of  the  expenses  were 
paid  out  of  profit  on  lapses.  But  the  profits  on  lapses  then  were 
much  greater  in  proportion  to  the  business  and  have  been  greater 
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actually  than  they  are  now.  Now,  with  a  very  much  larger  busi- 
ness, immensely  larger  business,  the  profits  on  lapses,  so-called 
profits  on  lapses,  do  not  enable  the  Mutual  Life-to  pay  more  than 
one-sixth  or  one-seventh  of  its  expenses.  And  when  I  say  so- 
called  profits  on  lapses,  I  want  to  be  understood  this  way,  that 
whereas  formerly  all  policies  ceasing  to  pay  premiums  lost 
their  reserves,  which  were  forfeited  to  the  company  and  were 
called  profits,  for  many  years  past  there  has  been  a  total  forfeiture 
only  in  the  case  of  policies  lapsing  before  they  have  paid  three 
premiums.  Policies  lapsing  after  paying  one  or  two  premiums 
get  nothing.  After  the  third  premium  they  get  a  surrender  value. 
Now,  also  these  surrender  values  after  three  premiums  are  much 
greater  now  than  they  used  to  be  ten  or  twenty  years  ago.  So 
there  has  been,  ybu  may  say,  for  forty  years  a  progressive  diminu- 
tion in  that  form  of  profits  or  that  source  of  surplus.  I  might 
go  further  and  say  this,  as  a  matter  of  record,  that  after  three 
years  the  Mutual  Life  regularly  pays  out  for  actual  surrendered 
policies  85  per  cent,  of  the  reserve  on  those  policies  on  the  average, 
and  on  policies  which  are  not  surrendered,  but  are  merely  reduced 
in  amount  by  reason  of  non-payment  of  premium,  the  valuation 
is  a  considerably  larger  proportion  of  the  reserve  on  limited  pay- 
ment life  policies  which  dropped  one-half  or  one-third  after  a 
certain  number  of  years  payments.  The  reserve  on  the  paid-up 
which  is  kept  in  force  is  fully  equal  to  the  reserve  on  the  original 
policy,  so  there  is  no  profit  at  all  in  that  case.  In  short,  the 
profits  of  the  Mutual  Life  on  all  its  business  more  than  three 
years  old  are  certainly  not  greater  than  ten  per  cent,  of  the 
reserve.  Less  than  three  years  old  it  is  an  illusory  profit.  The 
profit  does  not  really  exist,  because  it  consists  of  reserves  which 
the  company  has  not  really  retained  out  of  the  premiums  and  ex- 
penses of  the  first  year,  but  have  put  up  to  meet  the  legal  liability 
and  taken  down  again  when  the  policy  drops  out,  but  there 
is  not  any  real  profit  made  out  of  that  policy  excepting  so  far  as 
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you  may  say  that  the  agent  has  made  a  profit  by  payment  of  his 
commission  and  the  advertising  people  have  made  a  profit  by 
advertising,  and  the  doctors  have  made  a  profit  by  payrnent  of 
their  fees,  but  the  company  as  a  whole  has  not  made  a  profit  out 
of  these  policies  which  lapse  in  one  or  two  years.  So  that  that 
particular  source  of  surplus  has  been  dwindling  steadily,  and 
particularly  during  the  past  few  years.  Of  course  where  the 
company  guarantees  a  higher  cash  value  on  recent  policies  than 
it  did  on  the  earlier  policies,  that  is  going  to  be  taken  into  account 
in  the  dividends.  It  is  not  intended  that  older  policies  are  going 
to  suffer  for  giving  larger  guarantees  on  new  policies.  That 
ought  not  properly  to  occur,  and  will  not  occur.  But  nevertheless 
as  regards  the  company  as  a  whole  the  proportion  that  is  avail- 
able towards  paying  expenses  is  much  smaller,  and  progressively 
smaller,  as  regards  that  so-called  profit  from  lapses. 

Now,  then,  comes  the  question  of  expenses.  The  expenses 
are,  first,  payable  out  of  profit  on  lapses.  There  is  not  other 
proper  or  conceivable  use  to  which  these  real  or  apparent 
profits  could  be  put  other  than  the  payment  of  expenses  to 
get  in  new  members.  As  long  ago  as  1868  Elizur  Wright,  who  I 
suppose  was  as  conservative  a  man  as  ever  was  in  the  business, 
stated  publicly  and  with  emphasis  and  I  think  in  italics  in  print 
his  strong  and  positive  opinion  that  whatever  profit  resulted 
when  he  surrendered  his  policy  or  lapsed  his  policy,  the  com- 
pany should  retain  an  amount  sufficient  to  pay  the  cost  of  re- 
placing the  risk  withdrawn.  That  phrase,  enough  to  repay 
the  cost  of  replacing  the  risk  withdrawn,  I  think  are  his 
identical  words,  in  1868.  And  the  cost  of  putting  in  another 
one  to  take  the  place  of  the  one  that  has  gone  out  is  the 
excuse,  the  reason,  and  explains  the  necessity  for  a  surrender 
charge,  in  other  words  for  making  a  profit  out  of  lapses  and  the 
surrender  charge  is  the  technical  phrase  for  making  a  profit  on 
lapsed  policies  or  surrendered  policies.      And  the  first  source 
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from  which  the  company  can  obtain  moneys  for  obtaining 
new  business  is  from  surrendered  charges  or  profits  on  lapses. 
Then  in  our  company  whatever  saving  is  made  from  the 
risk  not  being  up  to  the  table  is  also  applied  towards  payment 
of  expenses.  We  do  not  recognize  the  claim  on  the  part  of 
any  policyholder  that  his  particular  policy  is  a  better  risk  than 
the  average,  a  better  risk  than  the  table.  A  great  many 
policyholders  are  worse  risks  than  the  table  calls  for,  no  ques- 
tion about  that,  and  a  great  many  are  better,  but  it  is  impos- 
sible to  say  that  this  one  is  a  better  risk  or  a  worse  risk. 
We  know  it  is  true  that  there  are  more  good  risks  than  bad 
ones,  so  our  average  is  better  than  the  table,  but  as  regards 
those  good  risks  who  on  the  average  are  better  than  the  bad 
risks,  who  are  worse  than  the  table,  we  have  got  that  excess 
of  good  over  bad  by  medical  selection.  That  medical  selection 
costs  money.  The  medica.1  selection  is  supplemented  by  the 
experience  prepared  by  actuaries  and  others  are  obtained  from 
other  companies,  and  that  costs  some  money.  But  whether 
it  costs  money,  whether  it  costs  all  we  get  from  it  or  not, 
the  point  is  that  whatever  is  gained  by  medical  selection  is  not 
anything  for  which  the  policyholder  himself  has  any  right  to 
take  credit.  All  policyholders  are  on  a  par  when  they  come 
in.  A  company  succeeds  in  weeding  out  a  lot  of  bad  risks, 
and  therefore  getting  on  the  whole  an  "average  of  better  risks, 
including  some  bad  ones  undoubtedly.  Our  position  is  that 
whatever  we  can  gain  in  that  way  by  medical  selection  is 
properly  to  be  used  towards  the  expenses  of  new  business, 
and  the  remaining  expenses  of  new  business  and  the  general 
expenses  of  the  old  business  is  then  assessed  upon  the  loadings, 
so  we  make  a  dividend  upon  the  loadings  to  all  the  policyholders, 
the  rest  being  used  for  expenses.  My  impression  is  that  there 
is  a  certain  larger  proportion  of  expenses  of  late  years  than 
there  were  fifteen  or  twenty  years  ago.      I  am  not  certain  that 
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that  proportion  is  greater  than  it  was  five  or  ten  years,  but 
I  think  there  is  not  much  doubt  that  it  is  greater  than  it  was 
fifteen  or  twenty  years  ago,  and  I  fancy  you  will 
find  that  is  the  case  with  nearly  every  company.  It  costs  more 
to  live.  Now  that  may  sound  foreign  to  life  insurance,  but 
the  average  payment  to  officers  and  clerks  in  all  companies  is 
greater  than  it  was  twenty  years  ago.  Mr.  McCurdy  was 
reported,  I  don't  know  how  correctly,  as  saying  that  he  had 
made  a  reduction  in  the  pay  of  the  clerical  force.  That  is  not 
the  case  as  regards  individual  clerks.  No  individual  clerk  has 
had  his  pay  reduced  in  our  company.  On  the  contrary,  the 
system  which  Mr.  McCurdy  referred  to  is  a  system  of  regular 
civil  service  gradation  which  was  adopted  four  or  five  years 
ago  at  his  instance  for  the  purpose  of  saving  him  from  impor- 
tunities for  increase  of  pay.  But  that  civil  service  grad- 
ation gives  play  for  a  considerable  and  proper  promotion  from 
time  to  time  of  clerks,  and  as  fast  as  a  vacancy  occurs  in  a 
higher  grade  someone  from  a  lower  grade  who  is  best  fitted 
is  promoted  to  the  higher  grade,  with  higher  pay,  and  a  great 
many  such  promotions  have  already  taken  place  in  the  last 
four  Qr  five  years,  and  in  the  meantime  no  one  has  had  his 
pay  reduced  and  quite  a  number  of  them  have  had  their  pay 
increased  in  accordance  with  civil  service  principles.  That 
-is.  a  reform  which  was  introduced  by  Mr.  McCurdy  four  or  five 
years  ago,  which  appears  to  have  been  regarded  in  some  quar- 
ters as  a  personal  reduction  in  the  salary  of  clerks. 

Q.  My  question  as  rather  intended  to  ascertain  from  you 

A.  Excuse  me,  I  did  not  quite  finish  what  I  was  going  to  say 
about  the  cost  of  living.  Agents  cost  more,  particularly  as  it 
is  usually  said  by  reason  of  competition,  but  I  am  inclined  to 
think  that  the  competition  is  to  some  extent  at  least  with  the 
butcher  and  the  baker.  It  seems  to  me  that  the  agents  have 
to  live  and  have  to  live  in  the  style  that  they  ought. to  live 
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in  or  else  they  will  quit  the  business,  and  that  the  cost  of  living 
affects  the  agents  and  affects  the  cost  of  getting  agents  just 
as  well  as  it  affects  clerk  hire  and  wages  of  people  who  build 
houses  and  everything  else. 

Q.  Of  course  we  perfectly  understand  that  life  insurance  is 
not  a  productive  industry,  it  is  a  great  method  under  which 
people  combine  in  such  a  way  that  those  who  are  fortunate 
enough  to  live  a  good  while  tax  themselves  for  the  benefit 
of  people  or  the  families  of  people  who  die  prematurely,  and 
the  whole  business  is  an  administration  and  collection  of  vast 
sums  of  money  by  way  of  premiums  to  enable  the  central 
office  or  agency  to  make  these  payments  of  death  losses.  It 
is  not  to  be  judged  as  a  great  institution  for  profit  and  the  use 
of  the  word  profit  and  dividends  I  think  we  all  feel  has  been 
rather  perverted,  but  it  would  certainly  seem,  Mr.  McClintock, 
from  the  diminution  of  dividends  of  late  years  that  for  some 
reason  or  other  the  companies  were  either  spending  too 
much  or  getting  too  little. 

And  the  point  upon  which  the  Committee  desires  enlighten- 
ment, if  that  be  the  tendency,  something  must  be  done  to  check 
it.  It  seems,  does  it  not,  to  be  obvious  that  if  the  tendency  is  to 
the  diminution  of  dividends,  that  is  of  the  reduction  of  income  as 
compared  with  the  expenses  to  such  a  point  that  you  have 
nothing  to  pay  back,  if  that  goes  on,  there  will  come  a  time 
when  the  reserves  will  be  intrenched  upon.  The  question  is, 
whether  that  is  in  fact  the  situation,  or  whether  you  think  the 
existing  rates  of  premiums  are  sufficient  with  proper  ad- 
ministration to  enable  these  companies  safely  to  go  on  and 
meet  all  these  obligations?  A.  There  is  no  company  in  my 
judgment  that  is  fitted  better  than  the  Mutual  Life  at  this 
moment,  assuming  that  it  were  desirable  to  limit  the  business 
to  the  present  volume,  there  is  no  company  in  the  world  better 
fitted  to  go  on  carrying  itself  at  its  present  magnitude  of  in- 
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surance,  and  producing  insurance  at  the  lowest  possible  cost. 
The  Mutual  Life  is  particularly  strong  in  that  respect,  as 
compared  with  at  least  -its  two  great  competitors.  You  will 
see  on  the  face  of  it,  from  the  explanations  made  by  the  com- 
pany itself,  that  the  system  of  reserve  of  the  Mutual  Life  is 
such  that  a  larger  proportion  is  reserved  toward  dividends  on- 
policies  not  yet  entitled  to  a  dividend,  than  is  held  in  the  New 
York  Life  whose  ambition  has  been  to  extend  its  business 
to  the  utmost  of  its  power.  Now,  I  do  not  say  that  that  am- 
bition of  extending  its  business  is  to  be  condemned,  because 
that  company  again,  should  it  ever  come  to  a  standstill,  will 
have  a  still  broader  basis  on  which  the  further  business,  or  you 
may  say  the  stationary  business  will  be  carried  on,  and  the 
broader  the  basis  unquestionably,  the  cheaper  can  be  the 
assessment  of  expenses  to  each  policy.  As  compared  with 
the  Ecjuitable,  the  Mutual  Life  is  burdened  with  very  few 
renewal  commissions.  On  the  bulk  of  its  business  to-day  it 
pays  no  renewal  commission  whatever.  On  the  remainder 
the  renewals -are  running  out  this  year  and  next  year  and  will 
be  entirely  run  out  in  half  a  dozen  years.  The  company  has 
been  changing  its  system  by  which  it  will  pay  no  renewal 
commissions.  Now  I  have  a  calculation  which  is  at  the 
service  of  the  Committee  by  which  I  estimate  that  the  renewal 
commissions  paid  by  the  Equitable  are  merely  a  deferring  of 
the  cost  of  new  business,  and  that  they  thereby  defer  a  cost 
which  if  paid  to-day,  would  represent  over  fifty  per  cent,  of 
the  first  premiums.  Li  other  words,  to  the  agents  of  the 
Equitable  alone,  if  they  paid  their  agents  for  the  work  they 
do  to-day,  without  deferring  it  and  making  it  a  charge  on 
future  business,  if  they  would  pay  for  the  business  when  it  is 
done,  as  it  ought  to  be  paid  for,  they  would  save  in  their  liability 
for  annual  commission  on  these  very  policies  which  are  issued 
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to-day,  at  -least  fifty  per  cent,  of  the  first  commission  and  per- 
haps sixty  per  cent,  or  more. 

Now,  if  you  add  that  to  tlie  fifty  per  cent,  of  commission 
which  is  paid  according  to  the  testimony  and  then  add  the 
other  expenses  of  pushing  the  business,  including  the  litera- 
ture and  the  advertising  and  the  rest  of  it,  you  will  find  that 
not  only  is  it  costing  that  company  as  much  as  it  cost  the 
]\Iutual  Life,  but  also  that  they  are  laying  up  a  very  great 
liability  which  the  Mutual  Life  is  not.  In  other  words,  the 
^Mutual  Life  is  free  from  a  great  liability  in  the  future,  for 
renewal  commissions,  which  the  Equitable  and  many  other 
companies,  including  spme  of  the  best  in  the  country,  are 
suffering  from. 

Q.\\^ell,you  intimated A.  Now,  of  course  this  costs  money. 

To  get  the  company  into  this  situation  costs  money,  and  the 
expense  of  changing  the  company's  system  from  a  renewal 
system  to  a  system  without  the  renewals  is  in  the  transition 
cause  a  temporary  increase  of  expense,  and  when  I  speak  of 
there  being  no  greater  proportion  of  expense  now  than  there 
was  a  few  years  ago,  lavish  to  say  in  1904  there  was  distinctly 
an  increase  over  1903,  but  this  temporary  increase  I  have  been 
assured  by  Mr.  Dexter,  or  his  department,  that  the  increase  of 
immediate  expenses  is  only  temporary  and  that  the  company 
will  gain  at  a  cost  no  greater  than  the  first  year  than  it  has 
accustomed  to  pay  under  the  general  agency  system,  and  save 
the  entire  renewal  commission. 

Q.  Something  was  said  by  you  about  the  arrival  of  these 
great  companies  at  some  point  when  they  will  cease  to  get 
new  business.  Have  you  given  that  much  thought?  A.  I 
am  a  great  crank  on  the  subject. 

Q.  If  I  am  not  mistaken,  ttventy  years  ago  the  Mutual  Life 
.announced  its  intention  of  ceasing  to  take  new  business  when 
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its  gross  assets  should  reach  one  hundred  millions  of  dollars. 
Do  you  recollect  such  a  thing  as  that  ?  A.  No,  not  quite  that. 
Q.  What  was  it  that  occurred,  and  in  what  respects  are 
you  a  crank  on  that  subject?  A.  Since  I  came  to  the  Mutual 
Life  the  history  on  that  subject  has  been  this.  In  1891  there 
was  a  good  deal  of  talk  among  officers  of  companies  in  regard 
to  the  competition,  and  the  desirability  of  reducing  the  com- 
petition, and  thereby  benefiting  the  companies  by  reduction  of 
expense  and  securing  of  a  better  class  of  business.  That  is, 
these  three  companies  have  been  for  a  great  many  years  pretty 
much  on  an  equality,  until  of  late  the  New  York  Life  has  been 
doing  a  good  deal  larger  business  than  the  others.  But  for  a 
number  of  years  there  was  pretty  active  competition  and 
there  was  no  question  among  the  managers  of  these  companies 
as  to  the  desirability  of  slacking  up  on  the  competition.  Ac- 
cordingly, I  think  in  1891  or  1892, 1  forget  which,  with  the  con- 
sent of  Mr.  McCurdy,  I  went  to  Mr.  Hyde  and  to 
Mr.  McCall  who  had  then  just  come  into  the  presi- 
dency of  the  New  York  Life  and  suggested  the 
feasibility  in  the  interest  of  the  policyliolders  and  of  the 
smaller  companies  as  well  as  of  the  larger  companies  that  there 
should  be  a  legal  limitation  upon  the  amount  at  risk  in  any  one 
company,  and  I  sug'gested  that  the  amount  to  which  the  company 
should  be  a  legal  limitatiow  upon  the  amount  at  risk  in  any  one 
Mr.  Hyde  hesitated.  His  company  was  then  getting  on  a  little 
faster  than  the  others.  I  put  this  point  to  him.  I  said,  "Mr. 
Hyde,  you  told  me  in  18 — ,  well  possibly  twenty  years  before, 
in  the  seventies,  he  told  me  his  ambition  was  to  make  the  Equita- 
ble the  largest  company  in  the  world,  and  then  to  make  it  the 
best  company.  I  said,  "You  have  succeeded  in  making  it  the 
largest  company,  and  you  have  the  largest  amount  of  insurance. 
Why  don't  you  begin  to  make  it  the  best  company?"  Meaning 
by  that  the  company  in  which  there  was  the  smallest  proportion 
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of  poor  business  taken,  and  the  smallest  proportion  of  expense 
for  taking  what  business  was  taken,  thereby  reducing  the  cost 
to  the  policyholders,  and  securing  the  best  class  of  business.  It 
struck  him^and  he  agreed  to  my  suggestion  that  it  would  be 
well  to  have  a  law  passed  making  the  limitation  one  thousand 
million  dollars.  And  Mr.  McCall  of  the  New  York  Life  received 
it  joyfully.  The  New  York  Life  at  that  time  was  below  the  other 
two  companies.  And  a  bill  was  introduced,  but  before  it  got 
very  far,  Mr.  Hyde  changed  his  mind,  he  did  not  like  it.  Some 
of  his  people  objected  to  it.  He  could  not  stand  for  it.  And, 
in  short,  it  was  dropped,  the  other  companies,  not,  of  course, 
wishing  to  appear  to  be  controlling  Mr.  Hyde  by  getting  a  bill 
passed  to  which  he  objected.  About  the  same  time,  either  before 
or  after  that  happened,  Mr.  /McCurdy  published  in  the  annual 
report  to  the  policyholders  at  the  beginning  of  1892,  a  resolution 
which  had  been  adopted  by  the  Board  of  Trustees,  or  possibly 
communicated  to  the  Board,  as  his  resolution  for  the  ensuing 
year,  I  forget  how  that  was,  stating  that  as  an  experiment  for 
the  year  1892  the  company  would  limit  its  business  to  one  hun- 
dred millions  of  paid-for  business,  and  then  he  expressed  some 
objection  to  the  then  universal  custom  of  counting  up  business 
that  was  written  and  not  paid  for,  as  part  of  the  insurance  of  the 
company.  I  think  that  is  the  first  published  expression  against 
that  practice.  The  old  practice  was  to  count  everything  that  was 
written  whether  it  was  paid  for  or  not.  That  was  put  in  the 
annual  report  to  the  policyholders  at  the  beginning  of  1892. 

Q.  You  mean  one  thousand  millions,  do  you  not?  A.  One 
hundred  millions  of  new  paid-for  business  for  that  year. 

Q.  For  that  year?  A.  For  the  year  1892,  as  an  experiment. 
Not  for  the  total  amount  of  insurance  in  force ;  for  the  new  busi- 
ness to  be  done  that  yJear.  And  his  idea  was,  if  it  worked 
successfully,  to  probably  continue  it  in  the  future.  And  that 
report  contained  that  statement  and  contained  good  reasons  for 


2393 


Testimony  of  Emory  McClintock 

the  desirability  of  slackening  up  in  the  pace,  and  so  on.  At  the 
end  of  the  j-ear  the  company  had  done  just  about  a  hundred 
million  dollars,  but  there  came  a  special  season,  which  every- 
body connected  with  the  company  desired  to  pay  honor  to,  and 
that  was  the  fiftieth  anniversary  of  the  company's  existence.  The 
company  was  formed  early  in  1843,  and  early  in  1893  it  was  in- 
tended to  have  a  general  jubilation.  The  Agency  Department 
considered  that  the  existing  agents  could  do  a  good  deal  more 
business  without  very  much  more  pay,  and  whatever  pay  there 
was  purely  on  a  commission  basis,  so  as  to  get  more  business 
out  of  the  existing  force  and  at  a  lower  cost,  provided  they  made 
use  of  the  semi-centennial,  as  a  jubilee  efifort  to  extend  the 
business  as  rapidly  as  possible,  so  the  one-hundred  million  dollar 
limitation  was  not  continued  duripg  1893,  and  since  then  it  has 
been  pretty  regularly  exceeded,  and  I  think  largely  exceeded. 

But  all  the  same,  in  1900  again  Mr.  McCurdy  publicly  ex- 
pressed himself.  I  say  ag'ain,  possibly  for  the  first  time,  I  don't 
know  whether  it  was  the  first  time  he  ever  said  anything  in 
public,  but  I  think  he  did  express  himself  publicly  in  1900  in 
favor  of  the  proposition  of  a  legal  limitation  to  the  amount  of 
risk.  And  Mr.  Alexander  and  Mr.  McCall  and  Mr.  McCurdy — 
they  all  gave  me  their  agreement.  I  went  around  to  see  them 
with  Mr.  McCurdy's  approval.  They  all  gave  their  agreement 
to  the  introduction  of  a  bill  and  the  bill  was  accordingly  intro- 
duced, I  think  early  in  1901,  by  Senator  Brackett  for  the  limita- 
tion of  risks  of  life  insurance  to  fifteen  hundred  millions  of  insur- 
ance, that  no  company  should  exceed  that  amount  of  insurance. 
Then  the  New  York  Life  at  that  time  was  getting  on  a  little 
more  rapidly  than  the  rest  and  Mr.  Perkins  was  heard  from  and 
Mr.  McCall  yielded  to  Mr.  Perkins'  argument  and  requested  that 
the  bill  be  not  pushed  any  further,  and  the  bill  was  not  pushed 
any  further.  Mr.  McCall  referred  to  this  whole  question  the 
other  day  as  having  been  brought  up  with  a  view  of  limiting  the 


2394 


Testimony  of  Emory  McClintock 

New  York  Life,  whereas  originally,  the  first  effort  that  was 
made,  if  it  was  intended  to  limit  anybody  in  par- 
ticular, it  was  intended  to  limit  Mr.  Hyde  and  the  Equitable. 
But  he  probably  did  not  recall  the  first  effort.  The  effort 
in  1901  might  fairly  be  described  as  an  effort  to  Hmit  the  New 
York  Life  first,  and  the  point  that  was  made  with  him  against 
that  objection  which  he  approved  of  at  first  was  that  the  com- 
pany which  first  reached  the  limit  would  then  have  the  first 
chance  to  grow  out  to  the  fullest  extent  in  every  other  way 
including  the  dividends  to  the  policyholders.  Now  I  think 
I  have  given  the  history  of  the  question  of  limitation.  Senator 
Brackett's  bill  is  on  file  and  I  think  it  is  a  very  good  bill. 
Of  course  if  any  such  thing  were  tried  in  the  future  the  limit 
would  have  to  be  increased,  because  the  companies  have  al- 
ready gone  beyond  that  limit. 

Q.  We  are  to  understand  then  that  you  favor  legislation 
limiting  the  total  amount  of  insurance  that  shall  be  carried? 
A.  I  think  that  would  be  one  excellent  system  of  producing 
good  results.  I  do  not  know  that  it  is  the  only  one,  and  I  do 
not  mean  to  name  it  as  the  only  possible  system  that  I  could 
think  of,  but  if  that  were  proposed  by  the  Committee  I  am 
certain  that  the  Mutual  Life  would  receive  it  with  favor. 

Q.  You  said  something  about  the  effort  to  get  rid  of  the 
renewal  commissions,  and  the  Mtttual  Life  was  exchanging  its 
agency  system,  probably  as  I  understood  you,  with  that  in 
mind.  Is  it  not  a  fact  that  the  distribution  of  commissions  so 
that  an  agent's  commissions  depend  to  some  extent  upon  renewals 
has  a  tendency  to  prevent  lapse  on  the  part  of  the  policy- 
holders? A.  There  is  no  such  tendency,  in  fact  it  is  quite 
the  other  way. 

Q.  It  would  certainly  seem  that  the  fact  that  the  agent 
had  an  interest  in  the  renewal  of  a  policy  would  lead  to  his 
bringing  about  courage  on   the  part  of  a  policyholder.       A. 
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The  facts  so  far  as  they  have  ever  been  traced  by  any  company, 
including  to  my  knowledge  the  Northwestern,  the  New  York 
Life  and  the  Mutual  Life  are  that  wherever  there  is  a  volume 
of  business  which  has  paid  the  second  premium,  and  where 
the  custom  is  to  have  the  general  agent  get  renewal  com- 
missions, and  whenever  that  volume  of  business  has  been 
changed  so  that  the  agent  ceases  to  collect  the  renewals  and 
has  it  collected  through  banks  or  otherwise  or  through 
branch  offices,  the  experience  of  these  companies  has  been 
invariably  and  without  exception  that  the  payments  are 
made  more  promptly  and  satisfactorily  than  they  are  through 
the  agents.  I  make  an  exception  on  the  second  year.  The 
collection  of  premiums  on  the  second  year  is  on  the  whole 
made  more  closely  if  you  have  an  agent  to  look  after  it,  but 
there  is  not  much  difference.  This  thing  I  can  state  for  a  fact 
in  the  Mutual  Life,  that  the  collections  made  since  we  have 
been  on  what  we  call  the  salary  basis,  where  nobody  has  any 
interest  in  the  renewals,  the  collections  made  in  all  those  dis- 
tricts which  represent  one-half  of  our  business  are  made 
more  closely  and  the  persistence  is  greater  than  they  were 
made  in  the  same  districts  under  the  general  agency  system 
where  there  was  an  interest  in  the  renewals. 

I  want  to  say  further  that  this  peculiar  point — because  it  is 
a  peculiar  thing,  it  is  a  paradox — that  this  peculiar  fact  that 
the  interests  of  agents  tends  to  slacken  up  persistency  and 
to  destroy  persistency,  if  you  please,  in  comparison,  instead 
of  increasing  it,  this  peculiar  fact  that  agents  are  no  good 
towards  increasing  persistence  was  brought  out  very  forcibly 
by  Mr.  John  McCall  in  his  address  in  1898  before  the  Na- 
tional Convention  in  Milwaukee,  of  which  I  presume  you  have 
a  copy.  You  will  find  that  stated  very  emphatically  by  Mr. 
McCall  as  the  experience  of  his  company,  that  the  collection 
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of  renewal  premiums  through  branch  offices  was  decidedly 
more  prompt  and  accurate  than  through  agents. 

O.  You  have  given  us  an  interesting  and  instructive  state- 
ment of  your  method  of  computing  dividends  when  they 
become  apportionable  under  the  system  of  deferred  divi- 
dend policies.  The  Committee  is  in  possession  of  information 
of  this  kind.  A  number  of  people  have  taken  out  or 
attempted  to  take  out  and  think  they  have  done  so  at  the 
same  time  policies  which  they  have  assumed  to  be  substan- 
tially similar  in  three  or  four  of  the  large  companies  for  a 
period.  It  appears  that  some  of  them,  the  same  individuals 
taking  those  policies  out,  have  got  at  the  expiration  of  the 
period  twice  as  much  from  one  of  the  companies  as  from  the 
other.  The  variation  is  so  great  as  to  absolutely  preclude  the 
supposition  of  the  possibility  of  the  accuracy  of  determination. 
I  suppose  we  may  readily  infer  from  information  of  that  kind 
that  very  great  differences  exist  between  actuaries  in  their 
methods  of  computing  these  dividends,  or  would  you  at- 
tribute the  difference  entirely  to  the  course  of  business  of 
the  company?  A.  There  may  be  some  differences  owing  to 
differences  of  methods  of  computation,  but  chiefly  I  should 
attribute  it  where  there  is  a  marked  difference  steadily  continu- 
ing on  all  policies,  to  differences  in  the  circumstances  of  the  com- 
panies.    What  companies  do  you  refer  to? 

Q.  Well,  the  Mutual  was  not  included,  but  we  have  a  letter 
from  a  gentleman  who  took  out  three  policies  of  this  kind 
at  the  same  time  in  the  Northwestern,  the  New  York  Life  and 
the  Equitable.  I  do  not  think  I  can  for  the  moment  put  my 
hand  upon  the  letter,  but  at  the  expiration  of  the  period  the 
dividend  apportioned  to  him  by  the  Northwestern  Mutual 
I  think  was  very  much  greater  than  that  apportioned  by  the 
other  companies.      I  understand  you  to  say  that  while  there 
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are  differences,  that  you  think  substantially  the  same  method 
of  computation  prevailed?      A.  I  do  not  think  so. 

Q.  In  that  connection  I  will  have  marked  for  identification  a 
paper  called  an  equitable  method  of  keeping  the  account  of  de- 
ferred dividends,  which  I  understand  was  read  by  Mr.  Weeks 
of  the  New  York  Life  last  week  at  the  Congress  of  actuaries 

(Paper  marked  Exhibit  297  for  identification.) 

Q.  Have  you  read  that  paper  or  did  you  hear  it?  A.  I  heard 
it  read. 

Q.  We  shall  probably  ask  Mr.  Weeks  on  that  subject  later, 
but  while  you  are  upon  the  stand  it  occurs  to  me  it  would  be 
well  to  call  your  attention  to  his  method  of  computing'  dividends, 
and  ask  if  you  have  any  comment  to  make  upon  it  ?  A.  Well,  it 
is  distinctly  different  from  the  method  pursued  in  the  North- 
western, and  different  also  from  the  method  pursued  in  the  Mu- 
tual Life.  The  method  pursued  in  the  Northwestern  is  substan- 
tially identical  as  regards  the  principle  with  that  pursued  in  the 
Mutual  Life,  viz.,  to  take  account  of  the  annual  dividends  which 
might  have  been  given  with  this  exception,  that  the  Northwestern 
carries  this  computation  on  during,  the  whole  term  of  the  dividend 
period,  while  the  Mutual  Life  does  not  make  any  computation 
of  the  kind  until  the  end  of  the  term.  But  when  it  does  make  a 
computation  at  the  end  of  the  term  it  makes  it  on  the  same  terms 
as  the  Northwestern.  The  Equitable  and  New  York  Life,  you 
may  say,  have  carried  out  the  old  tontine  system  in  a  certain  modi- 
fied way,  which  is  different  from  the  system  of  following  the 
annual  dividend  which  I  introduced  in  the  Northwestern,  and 
which  I  have  continued  to  follow  with  this  variation  in  the  Mu- 
tual Life,  and  which  I  think  is  also  followed  to  some  extent  in 
the  Penn  Mutual  of  Philadelphia  and  the  Home  Life  of  New 
York.  I  think  they  pay  attention  to  the  annual  dividends  in 
determining  the  final  amount  of  the  final  dividend  on  one  of 
these  long-term  policies.     The  New  York  Life  and  Equitable,  I 
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think,  pay  no  attention  to  the  annual  dividends  unless  in  a  general 
way  to  see  that  in  equity  the  long-term  policies  ought  to  have 
more  than  the  amount  of  the  annual  dividends.  I  suppose  they 
must  have  some  connection  in  that  way,  but  their  system  of 
calculation,  as  I  understand  it,  while  not  the  same  between  them- 
selves, is  nevertheless  based  upon  the  original  tontine  fund,  which 
was  a  form  of  fund,  to  put  all  the  premiurns  in  that  fund,  and 
then  charge  the  death  losses  to  that  fund  and  charge  the  expenses 
in  that  class  against  that  fund,  and  then  by  and  by  when  the 
time  is  over  find  out  what  is  remaining,  with  a  proper  accumu- 
lation of  interest,  and  divide  it  among  the  survivors.  That  is 
what  you  may  call  the  tontine  system,  and  I  think  they  both  prac- 
ticed that  in  theory,  and  in  a  general  way  without  agreeing  on 
the  details. 

Q.  Do  I  understand  that  the  Northwestern  has  gone  back  to 
the  annual  dividend  plan?  A.  The  Northwestern  Mutual  is  said 
to  have  gone  back  entirely  to  the  annual  dividend  system  for  the 
following  reason :  A  number  of  years  ago  it  occurred  to  the 
company  to  kill  two  birds  with  one  stone,  which  is  sometimes  a 
good  thing  to  do.  when  you  are  trying  to  get  people  to  insure, 
to  give  them  an  option ;  so  they  made  their  policies  in  such  a  way 
that  the  policyholder  who  wanted  ah  annual  dividend  policy  got 
it  in  the  standard  policy  of  the  company.  If  he  wanted  a  fifteen- 
year  dividend  policy  or  twenty-year  dividend  policy  he  got  that 
in  the  same  policy.  And  he  had  to  exercise  an  option  at  the 
end  of  two  years  as  to  whether  he  would  take  the  deferred  div- 
idend system  or  continue  on  the  annual  dividend  system,  their 
first  dividend  being  given  at  the  end  of  two  years.  If  he  chose 
to  take  the  annual  dividend  he  could  take  it,  and  if  not  he  could' 
leave  it  alone,  and  it  became  the  deferred  dividend  policy.  So 
their  agents  were  able  to  say.  Now,  sir,  whether  you  like  an 
annual  dividend  policy  or  whether  you  like  a  deferred  dividend 
policy,  in  any  case  you  take  this  policy,  and'  have  your  choice 
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after  two  years.  And  they  pushed  that  for  a  number  of  years 
with  this  result,  that  the  policyholder  may  have  had  in  the  be- 
ginning any  quantity  of  prejudices  in  favor  of  a  deferred  dividend 
policy,  but  when  it  came  to  the  end  of  the  two  years  and  they 
told  him  that  instead  of  paying  one  hundred  dollars  he  could 
pay  ninety  dollars  by  using  the  annual  dividend  of  ten  dollars 
towards  it,  or  he  could  leave  that  ten  dollars  in  the  company's 
hands,  and  have  the  whole  thing  deferred  for  twenty  years,  the 
number  of  people  who  preferred  the  ten  dollars  in  the  hand  to 
the  deferred  dividend  in  the  bush,  so  to  speak,  was  immensely 
greater  than  those  that  left  them  to  be  deferred,  so  that  my  im- 
pression is  that  it  was  over  95  per  cent,  who  took  the  annual 
dividend  when  the  amount  was  stated  to  them,  and  used  it  to 
pay  the  premium  with  rather  than  throw  it  back  and  let  it  accumu- 
late. Now,  then,  this  being  the  result  with  that  method  of 
presenting  it  after  two  years,  without  any  particular  presentation 
of  the  deferred  dividend  itself,  thus  there  grew  up  a  tradition  in 
that  office  that  the  public  infinitely  preferred  the  annual  div- 
idend policy,  and  did  not  care  anything  about  the  other,  because 
their  experience  showed  that  95  per  cent,  took  the  annual  divi- 
dend when  they  got  a  chance  to  get  it. 

THE  CHAIRMAN:  The  hour  of  our  adjournment  has  ar- 
rived, and  we  think  we  understand  that  situation  from  your  reply 
so  far.     The  Committee  will  take  a  recess  until  2.15. 
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AFTER  RECESS. 
EMORY  McCLINTOCK,  resumed. 
BY  MR.  McKEEN: 

Q.  It  has  been  brought  to  the  attention  of  the  Committee 
that  the  large  so-called  industrial  life  insurance  companies 
have  reached  an  agreement  among  themselves  regulating  the 
amounts  of  commissions  to  agents,  making  it  uniform,  pre- 
venting the  rivalry  in  the  matter  of  getting  away  the  agents  of 
one  company  by  another.  Has  any  effort  of  that  kind  been 
made  in  the  large — between  the  large  life  insurance  companies, 
the  regular  life  insurance  companies,  do  you  know?  A.  It  is 
possible  but  I  have  not  heard  of  it;  it  would  not  come  to  me 
only  by  hearsay. 

Q.  Has  the  matter  received  your  attention,  the  feasibility  of 
a  system  of  keeping  separate  accounts  with  each  policy  as  to 
its  earnings  year  by  year,  without  committing  the  company 
in  any  way  to  the  payment  of  those  accumulations — ^has  that 
received  consideration?  A.  On  deferred  dividend  policies 
you  mean? 

Q.  On  deferred  dividend  policies?  A.  That  is  what  I 
supposed  I  was  doing  while  I  was  in  the  Northwestern;  I 
thought  I  was  arranging  in  such  a  way|  that  there  would  be  no 
liability  created,  while  at  the  same  time  there  would 
be  a  fair  indication  to  the  policyholder  in  case  he  asked  for 
it  how  the  case  stood,  but  it  appears  it  has  been  decided  later 
that  I  only  succeeded  in  creating  a  liability. 

Q.  Of  course  we  understand  you  very  frankly  to  express 
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your  views  to  be  what  might  be  called  laissez  faire  as  to 
legislation.  Is  it  your  judgment  that  the  less  legislation  regulating 
the  details  of  insurance  the  better?  A.  That  is  substantially 
my  view.  I  think  there  should  be  legislation  requiring  close 
scrutiny  and  a  certain  amount  of  judgment  exercised  by 
government  officials  on  the  results  of  the  scrutiny  and  it 
may  be  there  are  certain  details  of  procedure  that  would 
be  so  generally  recognized  as  proper  that  it  would  be  fair  to 
make  them  the  subject  of  a  law,  but  so  far  as  companies 
differ  fairly  and  honestly  and  with  equal  justice  to  the  pubHc 
in  their  methods  of  procedure,  it  would  be  injurious  to  the 
business  to  interpose  any  restriction  or  rules  or  tracks  for 
the  company  to  run  on. 

Q.  And  of  course  it  goes  without  saying,  that  you  favor  free- 
dom, great  freedom  of  contract  as  possible  between  individual 
applicants  for  insurance  and  the  corporation?  A.  There  are 
some  conceivable  contracts  which  would  be  of  a  fradulent 
nature  and  utterly  forbidden.  When  anything  of  that  kind 
comes  up  and  is  found  to  be  obnoxious  to  the  mind  of  the  legis- 
lator or  of  government  officials  having  those  matters  in  charge 
so  that  they  should  present  it  to  the  legislature,  it  seems  to  me 
anything  like  distinctively  improper  contracts  should  be  for- 
bidden. 

Q.  You  do  not  consider  there  is  any  objectionably  element 
in  the  nature  of  gambling  in  the  deferred  dividend  system? 
A.  No,  sir. 

Q.  And  I  presume  you  would  protest  against  legislation 
making  the  declaration  of  dividends  at  stated  periods  compul- 
sory. A.  Oh,  I  should  not  protest.  I  think  it  would  be 
unwise,  but  it  seems  to  me  that  that  is  a  matter  which  could 
be  safely  left  to  the  law  of  supply  and  demand. 

Q.  I  think  that  when  we  were  discussing  the  question 
of  the  first  dividends  you  intimated  that  you  had  ."something 
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further  to  say  affirmatively  in  behalf  of  that  system  that  you 
did  not  say  in  answer  to  the  specific  questions  put  to  you  pre- 
dicated upon  the  recommendations  of  the  Frick  Committee. 
Have  you  anything  further  to  say  favorable  to  that  system 
or  commenting  upon  it?  A.  I  ought  to  say  that  my  ideal  would 
be  the  system  which  is  in  use  in  England  by  which  dividends 
are  made  at  stated  times — it  makes  very  little  difference 
what  the  periods  are — dividends  payable  in  insurance  con- 
nected with  the  policy  and  payable  as  an  additional  amount 
after  death  or  at  the  end  of  an  endowment  period,  leaving  the 
amount  to  be  paid  by  the  insured  limited.  Now,  that  system 
I  believe  is  pretty  universal  in  England  with  this  somewhat 
recent  modification,  that  the  British  companies  most  of  them 
at  least  do  permit  policyholders  to  draw  upon  the  value  of 
their  original  insurance  in  case  they  desire  to  use  it,  but  they 
do  not  .give  them,  as  I  understand  it,  the  entire  value ;  they 
give  them  a  surrender  value  which  involves  some  surrender 
charge;  in  other  words  the  policyholder  does  not  get  as  he 
does  in  this  country  the  entire  cash  value  of  his  dividend  in 
case  he  elects  to  surrender  the  insurance  dividend  and  use  cash 
instead  of  it.  That  is  to  say  the  British  companies  make 
it  to  the  policyholder's  interest  to  leave  his  dividends  in  the 
form  of  insurance  as  they  originally  declared.  That  system 
appears  to  me  to  be  the  best  for  the  insured,  namely  increas- 
ing his  insurance,  giving  all  that  his  money  pays  for,  and 
thereby  increasing  the  amount  paid  to  his  beneficiaries.  Now, 
the  systems  in  this  country  have  got  away  from  that,  and 
particularly  in  the  Mutual  Life,  although  we  still  make  an 
annual  dividend  policy  in  the  form  of  insurance — we  do  give 
them  the  full  original  value  in  cash  if  they  ask  for  it,  so  that 
there  is  practically  no  advantage  to  the  insured  in  leaving 
the  dividends  for  his  beneficiaries ;  he  gets  all  there  is  in  it  if 
he  takes  the  cash,  and  to  that  extent  we  have  departed  from 
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the  disadvantage  of  the  business,  and  of  the  insured,  from  the  ^ 
English  system.  I  do  not  think  it  would  be  easy  to  reintro- 
duce the  English  system  for  our  regular  annual  dividend  poli- 
cies, for  the  very  reason  that  the  public  and  policyholders  are 
so  accustomed  to  take  annual  dividends  in  cash.  At  the  same 
time  it  may  be  possible  to  devise  some  slight  modification 
which  will  make  it  satisfactory  and  acceptable,  and  I  should 
like  to  see  it  done.  In  the  meantime  the  deferred  dividend 
system  has  some  of  the  advantages  of  the  English  system  in 
a  quite  marked  measure ;  to  be  sure,  the  advantage  is  deferred, 
it  does  not  begin  at  the  first  dividend  as  it  does  in  England,  but 
it  is  deferred  say  for  twenty  years,  but  when  the  twenty  years 
comes  the  dividend  is  available  in  increased  insurance  or  in 
various  other  ways  according  to  the  election  of  the  policy- 
holder; the  policyholder  who  has  reached  such  a  period  and 
who  has  never — either  never  got  an  estimate  which  was  too 
large  or  had  forgotten,  is  certain  to  be  pleased  at  thexresults 
of  his  policy;  as  matter  of  fact  a  good  many  policyholders 
have  addressed  the  company  expressing  pleasure  with  the  re- 
sults of  a  fifteen  year  dividend  policy;  they  have  received — in 
fact  on  a  fifteen  year  dividend  policy  about  70  per  cent,  more 
than  the  mere  bare  amount  of  the  annual  dividends  would 
have  come  to. 

Of  course,  this  seventy  per  cent,  includes  interest  allowances 
as  well  as  profit  allowances,  but  they  do  get  seventy  per  cent, 
more  at  the  end  of  fifteen  years,  than  they  would  have  gotten 
in  cash  had  they  taken  it  right  along  during  those  years  in  the 
form  of  aimual  dividends;  and  the  application  of  a  small  annual 
dividend  to  reduce  the  annual  payment,  while  it  is  unquestionably 
satisfactory  at  the  moment,  and  may  help  at  a  pinch,  if  paying 
the  premium  is  pinching,  as  it  sometimes  is,  it  is  not  so  satis- 
factory in  the  end,  as  the  receipt  of  a  considerably  larger  sum  at 
the  end  of  fifteen  years  or  the  increase  of  the  insurance  by  corre- 
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spondingly  greater  amounts  for  the  benefit  of  the  family;  and 
the  presentation  of  that  sort  of  argument  has  had  the  effect 
throughout  the  country  of  making  the  deferred  dividend  system 
unusually  popular;  while,  on  the  other  hand  the  dissatisfaction 
a  good  many  people  have  had  over  the  estimate  which  they  have 
received  from  agents  not  being  met  at  the  time  of  the  termina- 
tion, has  created  in  the  past  in  all  the  companies  practising  that 
system,  a  certain  public  dissatisfaction,  so  that  it  is  now,  by  no 
means,  so  generally  popular  as  it  was  ten  or  twenty  years  ago. 
But,  at  the  same  time,  it  is  still  largely  popular,  and  as  far  as  it 
is  popular  it  results  in  the  end  in  good  effect  for  the  insured 
or  for  his  family.  The  advantage  to  the  company  as  distinguished 
from  the  insured,  although  whatever  advantages  the  company 
advantages  the  insured  and  vice  versa,  the  advantage  to  the  com- 
pany is  first  that  it  does  not  have  to  find  a  cash  dividend  at  the 
end  of  the  first  year  in  addition  to  putting  up  the  reserve,  which 
was  one  of  the  matters  which  has  been  spoken  of  to-day,  and 
yesterday,  as  a  difficulty  in  the  way  of  all  companies,  and  par- 
ticularly of  the  younger  and  smaller  companies.  I  think  you 
will  find  that  the  younger  companies  and  smaller  companies  quite 
generally  have  preferred,  for  that  reason,  the  deferred  dividend 
system,  to  the  annual  dividend  system;  they  have  found  it  diffi- 
cult enough  to  make  up  the  reserve,  and  those  companies,  how- 
ever, which  practiced  the  preliminary  term  plan  which  was 
talked  of  yesterday,  have  to  some  extent  relieved  themselves  of 
the  reserve  difficulty,  and  I  fancy  quite  a  number  of  them  made 
annual  dividends  either  along  with  deferred  dividends,  or  with- 
out. The  advantage  to  the  company  in  having  a  uniform  pay- 
ment by  the  policyholder  is  considerable.  Mr.  McCall  referred 
to  that  in  his  testimony.  A  policyholder  who  makes  a  uniform 
payment  pays  what  he  expects  to  pay,  but  if  instead  of  paying 
one  hundred  dollars  annually,  he  is  looking  for  a  nice  little  divi- 
dend to  reduce  his  cash  payment,  he  may  be  looking  for  fifteen 
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dollars  when  he  only  gets  thirteen,  maybe  looking  for  twelve  dol- 
lars when  he  only  gets  ten  and  a  half,  and  whenever  that  hap- 
pens there  is  irritation;  it  is  a  small  afifair  to  make  an  irritation, 
but  it  exists,  and  the  popular  answer  to  that,  of  course,  is  that 
there  ought  not  to  be  any  smaller  dividends  than  a  man  expects, 
but  the  actuaries,  as  well  as  all  the  other  officers  of  the  com- 
pany, and  agents  above  all,  are  only  too  anxious  to  make  the 
largest  dividends  possible  under  the  circumstances,  but  they  can- 
not always  increase,  so  that  while  McCall  made  the  statement 
about  that  which  was  taken  to  imply  that  he  objected  to  annual 
dividends,  because  annual  dividends  were  bound  to  be  so  small 
as  to  create  dissatisfaction,  I  do  not  think  that  was  his  point. 
I  think  his  point  was  that  any  annual  dividends  which  were 
steadily  and  regularly  increased,  were  likely  to  be  satisfactory, 
but  when  the  time  came  that  the  increase  did  not  come,  then 
there  was  dissatisfaction,  and  all  this  incidental  dissatisfaction 
of  that  kind  may  be  entirely  obviated  if  the  premium  is  paid 
uniform  right  along,  as  it  is  in  England,  without  reduction.  And 
in  the  deferred  dividend  system  for  some  companies  there  is 
a  further  advantage.  You  must  understand,  and  no  doubt  you 
do  understand,  that  there  are  two  ways  of  dealing  with  the 
accumulation  on  these  deferred  dividend  policies.  One  is  to  lay 
by  what  is  practically  equivalent  to  the  amount  of  the  annual 
dividends  that  would  have  been  declared,  and  the  other  is  to  lay 
by  a  considerably  smaller  amount  and  use  the  difference  in  ex- 
tending the  business.  For  companies  practising  upon  that 
system,  which  is  an  entirely  intelligible  system,  and  if  it  could 
be  kept  up  forever;  would  undoubtedly]  be  sound,  they  have  the 
further  advantage  of  having  the  little  additional  fund  to  draw 
upon  for  the  extension  of  their  business.  I  have  not  formulated 
any  regular  argument  on  the  subject  and  I  might  think  of  some 
other  points  perhaps,  but  that  is  about  what  I  think  at  present. 
Q.  It  appeared  here  from  the  testimony  of  several  other  wit- 


2406 


Testimony  of  Emory  McClintock 

nesses  connected  with  the  other  companies  that'  a  very  large  pro- 
portion of  poHcyholders  would  hold  these  deferred  dividend 
policies  at  the  expiration  of  the  period,  the  time  of  getting  their 
deferred  dividends  and  quit  the  company;  they  accept  their  div- 
idend in  cash  and  take  the  surrender  value  of  their  policy,  and 
terminate  their  relations  with  the  company.  How  is  it  with  the 
Mutual  in  that  respect?    A.  It  does  not  exceed  thirty  per  cent. 

Q.  Very  much  less  apparently  than  in  some  of  the  other  com- 
panies? A.  I  have  heard  that  in  some  other  companies  it  runs 
as  high  as  two-thirds  or  three-quarters. 

Q.  You  don't  yet  know  what  the  result  will  be  in  the  expira- 
tion of  your  first  issue  of  twenty  years?  A.  I  have  no  doubt  it 
will  be  the  same. 

Q.  How  do  you  account  for  that  difference?  A.  I  account  for 
it  by  the  fact  that  the  other  companies,  or  at  least  some  of  them, 
are  accustomed  to  notify  the  policyholder  to  surrender  his  policy 
by  sending  him  a  statement  of  the  amount  of  his  surrender  value. 
In  the  Mutual  Life  we  send  a  statement  of  the  amount  of  divi- 
dend, and  he  takes  the  dividend,  and  if  the  agent  worries  him  to 
take  a  new  policy  he  surrenders  the  dividends  but  does  not  sur- 
render the  policy.  I  cannot  ascribe  the  great  difference  that 
exists  to  any  other  cause  except  the  difference  made  in  the  presen- 
tation to  the  policyholder. 

Q.  Of  course,  the  deferred  dividend  policyholder  has  during 
the  term  given  to  his  beneficiaries,  his  widow  or  wife  and  chil- 
dren, the  benefit  of  insurance  on  his  life,  and  had  he  died  during 
that  period  they  would  , have  had  the  benefit  of  life  insurance; 
but  doesn't  it  strike  you  as  an  unfortunate  thing  to  encourage 
a  man  who  has  lived  through  the  period  to  get  out — isn't  it  con- 
trary to  what  has  been  called  the  philanthropic  idea  of  life  in- 
surance ?  A.  My  view  of  that  is  shown  by  the  fact  that  I  do  not 
encourage  the  sending  out  of  notices  to  tell  them  how  much  they^ 
can  get  if  they  get  out. 
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Q.  So  far  as  the  philanthropic  part  of  life  insurance  is  con- 
cerned, it  is  highly  desirable,  is  it  not,  that  those  who  are  in- 
sured should  continue  insurance  until  death?  A.  It  is  desirable 
from  every  point  of  view,  insurance  and  otherwise. 

Q.  Why  is  it  then  that  some  of  those  other  companies  seem  to 
encourage  the  surrender  of  the  policies  at  the  expiration?  A.  I 
think  that  is  an  excessive  way  of  putting  it.  I  doubt  whether 
any  company  would  imagine  for  a  moment  that  it  was  encourag- 
ing surrenders;  I  fancy  that  the  companies  in  question,  some  of 
them,  at  least,  are  bound  by  the  terms  of  their  contract  to  supply 
those  figures. 

Q.  It  would  be  your  opinion  it  would  be  unwise — an  unwise 
course  of  business?  A.  To  lay  a  stress  on  the  surrender  of  the 
whole  policy  in  my  judgment  would  be  very  unwise;  and  more 
than  that  I  have  time  and  again  talked  over  with  people  in  my 
office,  and  with  people  in  the  Mutual  Life  generally,  and  people 
of  other  companies,  the  possibility  of  eliminating  the  cash  sur- 
render value  feature  in  securing  applicants  for  policies  of  this 
kind,  not  to  make  any  special  advantage,  cash  surrender  value 
at  the  time  when  the  dividend  period  matures.  It  seems  to  me 
that  a  straight  policy  with  reasonable  surrender  values,  with  the 
mere  accumulation  of  a  dividend  up  to  that  period  ought  to  be 
sufficient  inducement  to  get  people  to  take  policies,  and  then  if 
they  want  to  surrender  they  can  surrender  either  then  or  any 
time  after  as  it  suits  them,  but  not  particularly  in  connection  with 
the  payment  of  the  dividend.  It  seems  to  me  that  the  payment  of 
the  dividend  at  the  end  of  the  period  and  the  discussion  of  a  cash 
surrender  value  ought  to  be  entirely  separated. 

Q.  Do  you  happen  to  remember  in  round  figures  what  the 
gross  assets  are  of  some  of  those  English  companies,  the  larger 
ones?    A.  Oh,  no;  I  cannot  remember  that. 

Q.  Do  any  of  them  approach  the  quantity  of  assets,  the  value 
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of  the  assets  of  the  three  or  four  great  companies  in  the  United 
States?    A.  Nowhere  near  approach  it— very  much  smaller. 

Q.  Can  you  give  us — of  course  we  can  probably  get  those  fig- 
ures— ^but  do  you  happen  to  recall  approximately?  A.  About 
eighty  millions  would  be  the  largest. 

Q.  Eighty  millions  of  gross  assets.  Do  you  happen  to  recall 
what  the  salaries  paid  are  in  England  to  the  heads  of  the  com- 
panies?   A.  I  have  no  information  on  that  subject. 

MR.  McKEEN :  Well  we  can  get  that  information.  Has  the 
Committee  any  questions  to  put  to  Mr.  McClintock.  I  want  to 
say  there  were  quite  a  number  of  questions  put  by  Mr.  Hughes 
to  Mr.  McCurdy  the  other  day  and  Mr.  McCurdy  referred  us  to 
the  actuary  for  a  more  lucid  answer  than  he  was  able  to  give,  and 
I  suggested  to  Mr.  Hughes,  if  he  probably  remembers  better 
than  I  do,  what  those  questions  were,  to  continue  the  examina- 
tion on  those  lines. 

BY  THE  CHAIRMAN : 

Q.  I  want  to  ask  Mr.  McClintock — I  understand  you  to  say 
there  were  two  ways  of  using  deferred  dividends,  one  to  return 
them  to  the  policyholders  entire  and  the  other  to  use  a  portion 
of  them  for  extending  the  business  of  the  company.  Do  I  under- 
stand you  aright?  A.  Yes,  some  companies  use  one  system  and 
some  the  other. 

Q.  Can  you  tell  me  which  companies  have  the  system  of  re- 
turning the  dividends,  so-called  deferred  dividends,  to  the  policy- 
holders and  whfch  have  the  other?  A.  I  beg  your  pardon,  I 
misunderstood  your  question,  I  am  afraid,  I  didn't  catch  all  that 
you  said ;  I  would  like  to  have  that  first  question  repeated. 

Question  read  by  the  stenographer  as  follows : 

"I  want  to  ask  Mr.  McClintock,  I  understand  you  to  say  there 
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were  two  ways  of  using  deferred  dividends,  one  to  return  tliem 
to  the  policyholders  entire  and  the  other  to  use  a  portion  of  them 
for  extending  the  business  of  the  company.  Did  I  understand 
you  aright?  A.  I  have  to  take  back  my  answer  on  that  point. 
What  I  said  was  this :  That  there  are  two  ways  of  accumulating 
the  money  out  of  which  finally  to  make  dividends.  The  one  way 
is  to  accumulate  the  amounts  of  the  annual  dividends  or  what  is 
equivalent  to  that  and  the  other  way  is  to  work  on  the  original 
tontine  system  of  accumulating  only  what  remains  for  that  par- 
ticular class  of  policies  after  paying  out  expenses  and  death  losses 
out  of  the  premiums,  the  balance  being  accumulated  by  interest. 
This  latter  method  of  accumulation  produces  a  smaller  amount 
than  the  former  one,  and  the  difference  between  those  two  meth- 
ods of  accumulation  while  they  may  come  to  the  same  thing  in 
the  end  when  it  comes  to  pay  the  policyholder,  but  in  the  interim 
there  is  a  difference  in  the  accumulation  so  that  one  company 
will  accumulate  less  than  the  other  and  the  difference  may  be 
used  in  producing  new  business. 

Q.  Which  of  the  companies  employ  the  latter  system  ?  A.  The 
system  of  accumulating  premiums,  legs  expenses  and  death  losses 
and  allowing  for  interest,  is  followed  by  the  Equitable  and  New 
York  Life  and  I  fancy  by  a  considerable  number  of  smaller  com- 
panies. 

Q.  And  what  system  prevails  in  the  Mutual?  A.  The  Mu- 
tual accumulates  what  is  practically  equivalent  to  the  annual  div- 
idend and  the  Northwestern  does  so  openly,  I  think  also  the  Penn 
Mutual  and  the  Home  Life  of  New  York. 

THE  CHAIRMAN :  And  the  Mutual  Life  keeps  those  annual 
premiums  substantially  intact  without  at  least  as  matter  of  com- 
putation as  without  using  any  portion  of  it  for  extending  the 
business. 
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BY  MR.  HUGHES : 

Q.  Mr.  McClintock,  what  was  the  total  realized  gain  of  the 
Mutual  Life  for  the  year  1904?  A.  According  to  the  gain  and 
loss  exhibit,  the  realized  gains  amounted  to  $6,624,676.84. 

Q.  How  was  that  amount  arrived  at,  that  is,  from  what  source 
was  it  derived?  A.  It  was  derived  from  the  amount  of  money 
paid  for  death  losses,  being  smaller  than  the  expected  amount, 
from  the  amounts  paid  for  surrender  policies  being  less  than 
those  on  lapsed  policies ;  from  the  interest  being  greater  than 
the  interest  after  maintaining  the  reserve  and  from  the  loading 
on  the  premiums  received  in  previous  years,  all  diminished  by  the 
expenditure. 

Q.  What  was  the  gain  for  mortality,  the  gain  for  mortality? 
A.  The  gain  for  mortality  'was  $2,938,078.93. 

Q.  What  was  the  gain  from  surrendered  and  lapsed  policies? 
A.  $2,188,047.44. 

Q.  What  was  the  gain  from  surplus  interest?  A.  $2,803,557.77. 

Q.  Was  there  a  gain  upon  the  loading  for  expenses?  A.  The 
entire  loading  may  be  regarded  as  a  gain,  and  the  expenses  come 
from  the  whole  amount  of  gain. 

Q.  Were  the  expenses  within  the  amount  of  the  loading?  A. 
No,  sir. 

Q.  To  what  extent  did  they  exceed  the  loading?  A.  To  the 
extent  of  $1,305,007.30. 

Q.  Then  you  took  the  three  items  of  gain  you  have  mentioned 
and  deducted  from  them  the  excess  of  expenses  over  the  loading, 
and  reached  as  the  net  gain  for  the  year  the  sum  of  $6,624,000 
that  you  mentioned?  A.  That  is  the  method  prescribed  by  the 
Commissioner  of  Minnesota. 

Q.  Is  that  the  method  you  adopted  A.  It  is  the  method 
adopted  by  me  in  accordance  with  the  Commissioner  of  Minne- 
sota. 
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Q.  Did  you  include  that  in  your  realized  gains  for  the  purpose 
of  apportionment  of  dividends,  any  increase  of  market  value  of 
securities?     (Witness  nods). 

Q.  Apart  from  the  $6,624,000  realized  as  gained  from  other 
sources,  what  was  the  gain  for  1904,  and  the  market  value  of 
securities  over  the  amount  at  which  they  had  been  previously 
carried  ?  A.  The  increase  in  market  value  from  the  end  of  1903, 
to  the  end  of  1904,  was  $9,169,958.20. 

Q.  Making  the  total  gain  for  the  year,  including  the  increase 
in  market  value,  $15,794,000?    A.  Yes. 

Q.  Was  any  part  of  the  increase  in  market  value,  to  wit, 
$9,169,000,  distributed  in  the  form  of  dividends?    A.  No. 

Q.  Is  it  the  practice  of  the  company  to  distribute  gains  in 
market ^ value  which  have  not  been  realized  by  sales?    A.  No. 

Q.  You  only  distribute  then  the  gains  from  other  sources  ?  A. 
I  want  to  say  this — I  do.  But  I  ought  to  say  this,  that  this  large 
gain  in  market  value  is  largely  the  result  of  the  great  fluctuation 
which  occurred  in  the  latter  part  of  1903,  by  which  there  was  a 
reduction  in  market  values  of  something  like  eight  million  dollars, 
if  I  recollect  right,  and  that  was  made  good  by  the  crisis  passing 
over  and  the  market  values  coming  up  to  their  previous  amounts 
and  possibly  a  little  more. 

Q.  Taking  the  gain  apart  from  the  increase  in  market  value,  to 
wit,  $6,624,000,  how  much  of  that  in  all  was  used  for  the  pur- 
pose of  distribution  in  dividends?  A.  I  have  never  calculated 
that  in  this  particular  form,  but  I  should  estimate  it  to  be  about 
eight  hundred  or  nine  hundred  thousand  dollars. 

Q.  When  you  had  ascertained  the  g'ain  for  the  year  1904,  did 
you  then  set  aside  any  particular  amount  of  it  as  being  applicable 
to  the  deferred  dividend  policies?    A.  No. 

Q.  In  what  manner  did  you  ascertain  what  amount  of  it  could 
be  properly  apportioned  to  annual  dividend  policies?  A.  By 
comparing  the  sources  of  surplus  in  such  a  way  as  to  see  what 
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kind  of  factors  ought  to  be  used  supposing  all  the  policies  were 
annual  dividend  policies,  and  applying  them  to  those  which  were 
annual  dividend  policies,  leaving  the  others  to  take  care  of  them- 
selves. 

Q.  Then  for  the  purpose  of  calculation  you  treated  all  the 
policies  hypothetically  as  annual  dividend  policies?  A.  No, 
I  did  not  treat  the  other  policies  in  any  other  .way,  even 
hypothetically,  excepting  to  make  a  calculation  of  the  total 
amount  insured  and  an  estimate  of  the  amount  of  annual 
dividends  which  would  be  part  of  the  whole.  If  they  had 
annual  dividends — yes,  in  a  certain  hypothetical  sense  you 
are  right,  yes. 

Q.  Yes.  I  did  not  see  how  you  could  possibly  be  in  a  posi- 
tion in  subsequent  years  to  give  to  the  deferred  dividend 
policyholders  who  persisted  the  amount  of  the  annual  divi- 
dend in  a  year  without  having  calculated  within  that  year  the 
amount  attributable  to  all  policies,  if  they  were  all  annual 
dividend  policies.     A.  That  is  precisely  what  I  did  not  do. 

Q.  What  did  you  do?  A.  That  is  the  reason  I  hesitated  to 
answer.  What  I  did  was  to  frame  certain  factors  which 
appear  to  be  just,  if  applied  to  all  policies,  without  calculating 
the  amount  which  would  go  to  these  other  policies,  and  apply- 
ing those  factors  to  the  actual  annual  dividend  policies. 

Q.  How  did  you  get  these  factors?  A.  The  factors  were 
got  at  tentatively  by  using  the  dividend  factors  of  the  previous 
year  and  I  think  some  slight  modifications  were  made  on  those 
of  the  previous  year  because  it  appeared  that  the  dividend 
factors  for  the  previous  year  would  make  rather  too  large  a 
figure. 

Q.  How  did  you  get  at  the  factors  of  the  previous  year? 
A.  Similar  to  that  of  the  year  before.  I  ought  to  say  this, 
however,  that  every  now  and  then  I  do  make  a  summary 
estimate  of  the  amount  of  the  annual  dividends  on  all  the 
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policies  including  these  deferred  dividend  policies  uj)  to  date, 
so  as  to  see  that  we  have  got  on  hand  enough  to  meet  them 
in  case  we  were  called  upon  to  pay  annual  dividends  up  to 
date. 

Q.  What  is  the  last  year  for  which  you  have  actually  cal- 
culated the  amount  of  annual  dividends,  that  is  to  say,  in 
which  you-  have  actually  determined  the  factors  which  could 
actually  be  used  for  that  purpose?      A.  This  last  winter. 

Q.  You  mean  at  the  end  of  1904?     A.  At  the  end  of  1904. 

Q.  I  understood  you  to  say  that  at  the  end  of  1904  you 
took  the  factors  for  1903  with  some  modification?  A.  Yes, 
the  calculation  that  I  spoke  of  was  made  after  I  had  made  the 
factors  for  the  dividends. 

Q.  Did  you  make  a  calculation  of  factors  for  1903?    A.  Yes. 

Q.  Or  did  you  use  the  factors  for  1902?  A.  I  think  there 
has  been  a  slight  change  every  year. 

O.  Did  you  use  the  factors  for  1902  and  then  modify  them? 
A.  I  used  them  tentatively,  undoubtedly,  in  forming  the 
original  estimate,  and  then  made  some  slight  modifications. 

O.  What  did  you  mean  a  moment  ago  by  saying  that  you 
used  the  factors  for  the  prior  years  with  a  modification?  A. 
I  mean  this,  that  the  interest  factor  is  continued  as  long  as 
it  is  reasonable  to  continue  it,  and  no  change  is  apparently  re- 
quired. 

Q.  But  this  is  a  matter  of  exact  calculation  each  year,  is  it 
not?      A.  Not  as  regards  the  precise  figures  here. 

O.  Why  should  it  not  be,  to  get  it  accurately  ?  A.  Because 
the  results  vary  from  year  to  year  and  the  dividends  should  go 
on  as  smoothly  and  harmoniously  as  possible. 

Q.  Do  not  the  dividends  vary  with  the  result?  A.  They 
eventually  do,  of  course. 

Q.  Is  it  not  the  excuse  which  is  given  by  the  company  for 
diminution  of  dividends  that  the  results  require  it?     A.  When 
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the  total  amount  of  annual  dividends  up  to  date  on  all  the  long 
term  policies  appears  to  me  to  be  getting  too  large  in  pro- 
portion to  the  amount  we  have  in  reserve,  then  it  appears 
to  me  that  it  is  time  to  make  a  distinct  reduction  in  some  form. 

Q.  How  does  that  appear  to  you?  A.  It  appears  to  me 
whenever  I  make  that  calculation.  I  made  one  last  winter, 
and  I  made  one,  I  think,  the  year  before,  and  then  one,  two  or 
three  years  before  that. 

O.  Then  it  is  a  fact  that  last  year  at  the  end  of  1904  when 
you  actually  apportioned  the  dividends  you  did  not  do  that 
upon  an  exact  calculation  upon  the  gains  of  that  year  and  the 
proportionate  amount  of  such  gain,  to  which  the  different 
policies  were  entitled  ?  A.  On  the  contrary.  The  calculation 
for  dividends  was  made  early  in  November  and  the  results 
of  the  year  were  only  known  in  the  latter  part  of  January. 

Q.  So  that  when  you  made  the  calculations  for  the  dividends 
you  could  not  know  the  actual  results  of  the  year?  A.  I  could 
not. 

Q.  Then  you  took  the  calculations  for  1903?  A.  After  I 
modified  them. 

Q.  Yes,  with  modifications.  What  modifications  did  you 
provide  and  how  did  you  ascertain  them?  A.  My  recollection 
is  that  there  was  no  change  made  last  winter  in  the  interest 
factor,  no  change  at  all.  It  was  4  i-io  per  cent.,  the  same 
as  it  was  before. 

Q.  That  is  the  same  as  for  1903  ?  A.  These  dividends  are  for 
1905,  you  understand,  that  were  made  last  winter,  that  was 
the  same  as  for  1904,  and  made  in  November,  1903,  and  then 
a.s  regards  the  element  from  the  loading,  that  there  was 
a  slight  variation  made,  a  slight  reduction  all  along,  as  com- 
pared with  policies  of  the  same  duration  the  year  before. 

Q.  What  was  that  slight  deduction  ?  A.  Here  are  the  per- 
centages of  the  loading  used  this  year  and 
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Q.  When  you  say  used  this  year  you  mean  used  last  No- 
vember, for  the  year  1905?  A.  Used  last  November  for  the 
year  1905. 

Q.  What  was  the  percentage  used  ?  A.  On  policies  one  year 
old  it  was  27  per  cent. ;  on  policies  two  years,  old  issued  in  1903 
it  was  2y  6-10  per  cent.  Upon  policies  issued  three  years  old 
it  was  28  3-10  per  cent. 

Q.  Without  going  through  the  list  will  you  explain  how 
those  percentages  varied  from  those  which  were  used  in 
November,  1903,  in  calculating  the  dividends  for  1904?  A.  My 
recollection  is  that  the  percentages  were  made  the  same,  for 
the  policy  issued  in  1889  I  think  the  percentage  is  the  same  as 
used  in  both  years. 

Q.  How  was  it  in  all  the  other  cases?  A.  I  think  in  all 
the  years  it  was  the  same  excepting  the  more  recently  issued 
policies. 

Q.  To  what  extent  did  it  dififer?  In  what  years  or  cases? 
A.  Wherever  it  differed  there  was  an  increase. 

Q.  In  what  years  or  for  what  years  did  it  differ?  A.  It 
differed  in  the  years,  perhaps,  from  1900  to  1904,  the  dates 
of  issue. 

Q.  Have  you  got  the  fig'ures  before  you  ?  A.  I  have  not  got 
the  previous  years'  figures,  no. 

Q.  How  did  you  establish  the  difference  or  correspondences, 
that  is  to  say  in  some  cases  it  was  exactly  the  same,  and  in 
other  cases  it  was  different?  A.  In  other  cases  there  was  a 
slight  increase. 

Q.  How  did  you  get  at  the  amount  of  the  increase  ?  A.  It  was 
necessary  and  desirable  to  make  an  increase  on  these  earlier 
years  because  the  policies  issued,  in  1903,  if  I  recollect  right 
had  a  percentage  in  1904  of  27  per  cent.  Now,  here  the  policies 
issued  in  1904  have  a  percentage  in  1905  also  of  27  per  cent., 
which  is  the  same  as  the  first  year  of  the  previous  dividends. 
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I  mean  the  previous  dividend  on  the  first  year's  insurance. 
But  if  you  take  the  yiear  1903  by  itself,  w^hich  had  27  per  cent, 
in  the  previous  statement  it  was  necessary  and  proper  in  order 
to  make  anything  Hke  a  fair  gradation  to  bring  that  up  a  Httle 
and  that  accordingly  was  increased  from  27  up  to  276-10. 

Q.  How  did  you  determine  how  much  it  should  be  brought 
up?  A.  Only  such  a  way  as  to  make  a  regular  mathematical 
increase. 

Q.  Yes,  but  how  did  you  get  at  the  amount  which  could  be 
properly  increased?  A.  The  amount  involved  in  this  change 
was  so  trivial  that  there  was  no  gross  way  of  determining  it. 
It  was  merely  a  matter  of  judgment. 

Q.  Merely  a  matter  of  judgment?  A.  Merely  a  matter  of 
judgment. 

Q.  It  was  not  a  matter  of  exact  calculation  ?  A.  Not  by  any 
means. 

Q.  Now  with  regard  to  the  year  1902,  when  in  November 
of  that  year  you  calculated  the  dividends  for  the  year  1903 
did  you  have  the  result  for  the  year  1902  before  you?  A. 
The  results  for  the  year  1902  were  not  known  until  January  of 
1903. 

O.  So  your  calculation  for  the  year  1903  was  to  some  extent 
an  estimate,  a  matter  of  judgment?      A.  Yes. 

Q.  And  it  was  based  upon  what  you  had  allowed  or  used 
as  factors  in  the  previous  years  with  such  modifications  as 
your  discretion  and  general   experience  suggested?    A.  Yes. 

Q.  Have  there  been  in  any  year,  in  calculating  dividends 
which  would  be  allowed  an  exact  determination  according  to 
the  results  of  the  business,  of  the  amount  mathematically  ap- 
portionably  to  each  policy?  A.  Such  determination  is  phy- 
sically and  mathematically  impossible. 

Q.  Is  it  because  you  make  it  before  you  have  the  results  in 
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hand?  A.  It  is  physically  impossible  because  we  make  it 
beforehand. 

Q.  Yes.  A.  And  is  morally  and  mathematically  improper  be- 
cause it  would  create  great  fluctuations  if  we  undertook  to 
make  each  year  an  exact  division  of  the  results  of  that  year. 

Q.  Well,  why  should  not  you  have  grea't  fluctuations  if  the 
business  itself  fluctuates  ?  A.  There  are  two  reasons  for  that. 
The  popular  reason  is  that  it  would  create  dissatisfaction 
among  the  policyholders.  They  would  not  understand  it. 
The  mathematical  and  ethical  reason  is  one  man  has  a  policy 
issued  on  the  31st  day  of  December  and  another  man  has  a 
policy  issued  on  the  2d  day  of  January,  two  days  afterward, 
at  the' same  age  and  the  same  premium. and  everything  else. 
If  you  undertake  to  make  fluctuations  according  to  calendar 
years  you  will  have  the  man  who  gets  his  poHcy  on  the  31st 
day  of  December  getting  something  very  widely  different  from 
what  the  man  gets  who  has  his  policy  issued  on  the  2d  day  of 
January.  In  other  words,  our  business  runs  not  according 
to  calendar  years  but  policy  years.  These  policy  years  inter- 
lace like  that,  and  in  order  to  make  a  dividend  for  the  policy 
years,  you  understand,  these  dividends  are  not  for  calendar 
years  but  for  policy  years 

Q.  Yes.  A.  The  dividend  on  a  policy  which  we  pay  on  the 
31st  day  of  December  on  a  policy  issued  the  31st  day  of  De- 
cember previous  is  for  that  policy  year  and  the  dividend  we  make 
in  July  for  a  policy,  issued  the  previous  July  is  for  that 
policy  year  and  not  for  the  calendar  year.  The  dividend  we  make 
for  the  31st  of  December  on  a  policy  issued  the  31st  of  De- 
cember, after  we  make  the  calculation  is  for  that  policy  year 
^nd  not  for  any  particular  calendar  year.  So  inasmuch  as  our 
business  is  done  by  policy  years  the  necessary  and  proper 
and  just  method  as  well  as  the  popular  system  and  the  one 
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which  is  most  easily  explaincible  to  the  pubHc  is  that  they  shall 
be  made  with  as  little  fluctuation  as  possible. 

Q.  So  you  determine  the  results  of  your  business  for  con- 
venience by  calendar  years  and  then  make  such  adjustment 
as  is  necessary  to  give  the  policyholder  what  he  should  re- 
ceive for  his  policy  year?  A.  The  object  is  to  have  the 
results  of  calendar  years  so  adjusted,  so  made  uniform,  so 
freed  from  fluctuation  as  to  produce  a  fairly  accurate  figure 
which  we  make  use  of  in  the  actual  dividends  to  the  policy- 
holders from  year  to  year,  and  as  we  find  that  that  average 
after  getting  freed  from  fluctuations  is  going  up  or  down 
then  it  has  to  affect  the  dividend  to  the  policyholders  similarly. 

Q.  Is  it  possible  to  make  calculations  for  the  policy  years 
after  you  know  the  results  of  the  calendar  years  and  seek  to 
make  an  adjustment?  A.  That  was  tried  once  in  the  Mutual 
Life — I  forget. the  year — it  was  long  before  I  came  there,  but  in 
1 8 — well,  let  us  see,  1870  or  1871.  The  method  which  had 
been  introduced  by  Mr.  Romans  years  before,  which  was  to  make 
dividends  according  to  policy  years,  was  discovered  to  be  illegal. 
It  was  discovered  by  careful  examination  of  the  charter,  assisted 
by  the  unpopularity  of  Mr.  Homans  at  that  time — the  paying  of  a 
dividend  to  a  man  who  insured  in  December,  and  to  pay  him  a 
dividend  on  the  following  December  the  same  as  you  paid  the 
man  on  the  2d  of  January  to  a  man  who  insured  on  the  2d  of 
January  of  the  previous  year  was  a  gross  impropriety,  because 
it  did  not  follow  the  exact  results  of  that  calendar  year  ending 
on  the  previous  31st  of  December.  So  in  order  to  rectify  that 
impropriety  there  was  a  fearful  and  wonderful  effort  to  bring 
everything  up  to  the  end  of  the  calendar  year.  The  policy  issued 
in  December  got  a  small  dividend  and  the  policy  issued  in  January 
got  a  big  dividend.  That  was  carried  on  for  one  year  and  there 
was  such  an  everlasting  row  created  all  over  the  country  by  the 
extraordinary    divergencies    between    the    results    of    the    same 
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policies  issued  in  different  parts  of  the  same  year,  that  the  com- 
pany made  haste,  and  I  think  they  got  the  assistance  of  the  Legis- 
lature to  make  it  legal,  because  they  could  not  change  the  legality 
of  it  themselves,  and  they  thereupon  after  that  went  back  to  the 
policy  years  system.  And  all  the  other  companies  have  been 
working  on  the  same  kind  of  system  before  and  since  and  never 
found  any  illegality. 

Q.  My  question  was  if  it  was  possible  to  determine  the  amount 
proportional  to  the  policies  according  to  the  policy  year?  A.  It 
is  difficult  enough  to  keep  track  of  the  progress  of  the  company 
according  to  calendar  years  without  undertaking  to  follow  the 
results  of  individual  policies  which  are  issued  at  all  times  of  the 
year. 

Q.  What  do  you  do  in  reference  to  policies  in  order  to  make 
the  proper  apportionment  according  to  the  different  policies 
written  at  different  times  of  the  year  ?  A.  Well,  different  policies 
written  at  different  times  of  the  year — the  same  policy  always 
receives  the  same  dividend. 

Q.  So  that  you  do  not  attempt  to  make  any  adjustment  with 
reference  to  the  difference  between  the  policy  year  and  the  calen- 
dar year  ?     A.  Everything  goes  according  to  policy  years. 

Q.  What  did  you  mean  a  minute  ago  hy  saying  that  everyone 
who  had  the  same  kind  of  a  policy  written  in  a  calendar  year  had 
exactly  the  same  amount  ?  A.  I  beg  pardon.  I  mean  that  every- 
thing goes  according  to  the  anniversary  of  the  policy  in  the  calen- 
dar year.  All  the  dividends  in  one  calendar  year  are  the  same 
on  the  same  kind  of  policy  whether  the  policy  anniversary  comes 
in  January  or  December. 

Q.  Then  you  do  not  make  any  effort  to  adjust  the  dividend 
according  to  the  time  of  year  when  a  policy  of  a  certain  class 
has  been  written?    A.  No. 

Q.  Now,  what  do  you  do  in  order  to  avoid  revealing  the  fluctu- 
ation of  the  actual  business  and  to  keep  the  policyholder  satisfied 
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and  the  dividends  as  harmonious  as  possible?  A.  Well,  in  the 
first  place,  the  actual  fluctuations,  apart  from  the  fluctuation  of 
market  value,  are  not  usually  very  severe.  If  the  mortality'  is 
a  little  higher  one  year  it  will  come  down  the  next  and  vice  versa. 
If  the  expenses  are  unduly  high  one  year  they  will  not  be  quite 
so  high  the  next  year,  and  the  actual  result  is,  looking  at  a  series 
of  years  you  will  see  that  there  is  no  very;  marked  fluctuation. 

Q.  I  understood  you  to  say  that  the  fluctuations  were  such  that 
if  the  apportionment  was  made  with  exact  correspondence  to 
the  results  of  the  business  there  would  be  great  dissatisfaction  to 
the  policyholders.  A.  When  I  say  no  very  great  fluctuation — 
suppose  you  have  six  millions  of  earnings  in  one  year  and  the 
next  year  six  and  a  half  millions,  and  the  next  year  six  million 
three  hundred  thousand,  and  the  next  year  six  million  eight  hun- 
dred thousand.  The  dividends  are  to  be  made  on  the  general 
idea  that  they  range  from  six  million  one  hundred  thousand  to 
six  million  two  hundred  and  fifty  thousand,  and  six  million  five 
hundred  and  fifty  thousand,  something  of  that  kind,  so  as  to 
gradually  increase  instead  of  going  zig-zag. 

Q.  So  instead  of  making  dividends  according'  to  the  actual 
result,  you  make  them  according  to  what  you  think  would  be  a 
fair  average  of  results  ?  A.  According  to  what  I  think  is  a  fair 
average. 

Q.  Yes.    A.  Yes. 

Q.  So  you  take  factors  which  you  have  used  in  a  given  year, 

or  the  year  before,  and  you  modify  them A.  As  the  business 

appears  to  be  running. 

Q.  Yes,  not  by  virtue  of  an  exact  calculation  of  the  results  of 
the  business,  but  according  to  your  idea  of  what  will  maintain 
them  with  a  substantial  degree  of  uniformity  for  a  certain  period 
of  time.  A.  That  is  the  idea.  And  I  wish  to  repeat  again  that 
the  effort  to  make  an  exact  comparison  with  the  results  of  the 
calendar  year  would  not  in  any  way  give  correct  results  as  re- 
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gards  the  policy  years  beginning  in  that  year  and  ending  in  the 
year  following,  because  only  half  of  those  policy  years  are 
really  situated  in  that  year,  and  the  rest  are  in  the  following 
years. 

Q.  I  understand.  You  mean,  take  a  calendar  year  and  dis- 
tribute the  results  of  that  calendar  year  without  regard  to  the 
time  when  the  policies  were  written,  respectively,  in  that  year,  or 
you  can  take  the  policy  years  individually,  and  apply  them  ac- 
cordingly. Now,  I  understand,  you  take  the  former  method, 
taking  that  you  do  not  determine  exactly  what  the  results 
of  the  business  are,  and  divide  them  mathematically  accord- 
ing to  the  actual  result,  but  you  take  what  you  believe  to  be 
a  fair  average  of  results  having  a  series  of  years  in  contem- 
plation? A.  I  do  not  understand  the  alternative.  You  say  I 
think  it  is  possible  to  take  the  results  of  the  policy  years 
themselves,  and  ascertain  them. 

Q.  Well,  we  had  that  a  moment  ago.     I  merely A.  I  see 

no  alternative  from  the  course  which  we  actually  take. 

Q.  Then  let  us  assume  that.  I  mentioned  it  merely  as 
theoretically  possible,  but  taking  practically  your  standpoint 
that  you  have,  take  some  of  the  years  and  make  an  average 
on  that  basis.      A.  On  the  average. 

Q.  You  take  a  fair  average  of  what  you  think  it  is  for  several 
years.  A.  I  would  like  to  say  again  the  result  of  a  calendar 
year  represents  for  all  policies,  a  combination  of  two  policy 
years,  the  policy  year  which  terminates  on  the  anniversary  in 
that  year,  and  the  policy  year  which  begins  at  that  anniversary. 
A  policy  beginning  the  first  of  June  has  five  months  of  that 
calendar  year,  which  related  to  the  past  year,  and  seven  months 
of  the  calendar  year  which  relates  to  the  coming  year,  one  be- 
ginning in  December  has  eleven  months  on  the  previous  calen- 
dar year  and  one  month  on  the  following  year.  What  we 
have  to  do  is  to  find  something  which  will  be  applicable  to  all 
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policy  years  which  begin  in  this  calendar  year  and  end  in 
the  following  year  so  there  is  no  connection,  mathematically, 
morally,  or  any  other  way  between  the  exact  figures  of  that 
calendar  year  and  the  results  which  have  to  be  paid  at  the  end 
of  the  respective  policy  years.  It  is  merely  an  indication 
of  how  the  business  is  running. 

Q.  That  is  an  indication  from  your  judgment  and  not  from 
any  estimate  based  upon  any  mathematical  computation?  A, 
I  do  in  December  make  an  estimate  .of  the  results  for  the 
calendar  year  and  it  is  generally  pretty  close. 

Q.  When  you  come  to  the  end  of  a  deferred  dividend 
period  I  understand  you  make  a  calculation  based  upon  that 
what  policyjholders  who  have  persisted  would  have  received 
in  the  way  of  annual  dividends  had  they  been  entitled  to  annual 
dividends?      A.  Yes. 

Q.  And  you  take  the  amount  which  might  be  said  to  be 
the  accumulation  of  hypothetical  dividends?  A.  Yes,  sir, 
with  certain  additions. 

Q.  Yes,  which  you  explained.      A.  Yes. 

Q.  Now,  in  doing  that  do  you  take  the  actual  annual  divi- 
dends declared  at  particular  years?    A.  Yes. 

O.  So  that  the  basis  for  your  calculation  of  the  amount  of 
the  deferred  dividends  to  which  a  policyholder  is  entitled  at 
a  given  date  are  the  various  annual  dividends  which  have  been 
arrived  at  in  this  manner  which  you  have  described?  A. 
Which  have  actually  been  paid  to  policyholders  in  all  these 
previous  years; 

Q.  Yes.  And  which  have  been  arrived  at  in  the  manner  of 
estimations  that  you  have  described?  A.  And  which  have 
been  arrived  at,  yes. 

Q.  Now,  you  have  said  that  the  various  gains  for  1904  were 
from  mortality,  surrendered  and  lapsed  policies  and  surplus 
interest.       When  you  determined  the  amount  which  was  to  be 
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applied  to  paid-up  policies  which  were  entitled  to  dividends 
out  of  the  excess  of  interest  over  and  above  the  amount 
calculated  upon  the  reserve,  did  you  take  the  exact  amount  of 
interest  that  had  been  earned  by  the  company  ?  A.  The  exact 
amount  of  interest  earned  by  the  company  last  year  was  about 
4%  per  cent.  The  statement  which  you  quoted  a  week  or  two 
ago  from  some  publication  was  inaccurate.  The  amount  of 
interest  earned  by  the  company  on  its  gross  assets  including 
market  values  and  everything  else  was  about  4^/^  per  cent., 
and  against  that  were  properly  to  be  set  certain  expenses  at- 
tending investments,  particularly  and  noticeably. the  expenses 
attending  the  real  estate  as  compared  with  the  rent  and  the 
expenses  on  real  estate  and  some  allowance  for  other  ex- 
penses connected  with  investment  would  bring  it  down  to 
a  net  earning  of  4  i-io  per  cent. 

Q.  Was  that  the  exact  net  earnings  ?  A.  It  was  not  figured 
with  any  closeness  because  the  precise  amount  that  it  cost  to 
look  after  the  investment — there  are  no  two  persons  who 
agree  on  the  way  of  calculating  it. 

Q.  Then  this  amount  or  share  or  excess  interest  which  was 
apportioned  to  the  paid-up  policies  was  not  determined  by  an 
exact  calculation  of  the  interest  actually  earned  by  the  com- 
pany, and  the  actual  investment  expenses  incurred  by  the  com- 
pany? A.  It  was  not  determined  by  an  exact  calculation  of 
the  interest  earned  but  a  fair  allowance,  or  what  appeared 
to  be  a  fair  allowance  for  investment  expenses  which  brought 
it  from  4%  per  cent  to  4  i-io  per  cent. 

Q.  What  was  the  method  by  which  you  arrived  at  the  fair 
allowance  for  investment  expenses?  A.  The  method  in 
general  consisted  in  looking  at  the  figures  which  the  Con- 
necticut rule  so-called  produces  for  investment  expenses,  and 
considering  that  it  is  somewhat  too  rtiuch. 

Q.  Well,  you  take  the  figure  which  the  Connecticut  rule 
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gives.  What  has  that  to  do  with  the  expenses  which  your 
company  actually  incurs?  A.  The  Commissioner  of  Con- 
necticut some  years  ago  laid  down  a  rule  by  which  the  com- 
panies were  to  estimate  their  investment  expenses.  It  was  a 
complicated  rule.  As  regards  real  estate  it  undertook  to 
estimate  the  exact  amount  of  the  real  estate  expenses.  As 
regards  other  investments,  it  took  a  percentage,  a  small  frac- 
tion of  one  per  cent,  on  the  entire  investment,  and  the  result 
of  it  all  as  added  together  produced,  I  think,  something  like 
one-third  of  one  per  cent,  in  our  case.  Of  course  it  varies 
in  different  companies  and  different  circumstances — I  mean 
the  working  of  the  rule  does. 

Q.  Why  don't  you  take  the  exact  amount  of  the  expenses  of 
your  company  for  investment  matters?  A.  If  I  were  to  bring 
it  down  to  exactly  four  per  cent.  I  should  fail  to  make  any 
allowance  whatever  for  the  gradual  growth  of  the  company's 
investments  in  value,  and  I  regard  that  as  a  sufficient  reason 
for  giving  the  policyholder  a  little  more  than  the  amount  of 
net  figures,  according  to  the  Commissioner's  rule. 

Q.  What  was  the  exact  amount  of  the  investment  expenses 
of  your  company  last  year?  A.  According  to  the  Connecticut 
rule? 

Q.  No,  according  to  you  actual  outlays?  A.  Well,  nobody 
can  tell. 

Q.  Well,  why  is  that?  A.  Because  there  is  no  account  kept 
of  it. 

Q.  How  can  you  make  up  a  gain  and  loss  exhibit  with  net 
investment  earnings  less  investment  expenses,  without  keep- 
ing an  account  of  investment  expenses?  A.  Because  I  use 
the  Connecticut  rule  for  that  purpose.  Allow  me  to  say, 
that  as  regards  investment  expenses,  I  think  perhaps  it  might 
be  possible  by  considerable  changes  in  the  method  of  bookkeeping 
to  get  a  set  of  figures  which  would  be  probably  a  little  different 
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from  those  reached  by  the  Connecticut  rule,  but  it  would  re- 
quire considerable  changes  in  the  bookkeeping.  It  would 
require  the  separation  of  the  salary  account  for  the  investment 
department.  It  would  require  a  separation  of  the  expenses 
of  the  investment  department  in  matter  of  stationery  and 
everything  else  that  the  investment  department  had  occasion 
to  use.  And  while  I  think  it  would  be  possible  if  there  were  no 
such  Connecticut  rule  to  go  by  to  get  a  change  made  in  the 
bookkeeping  by  which  the  investment  expenses  would  be  sep- 
arately figured,  nevertheless  as  the  Connecticut  Comihissioner 
did  lay  it  down  as  a  rule  that  the  companies  must  under 
penalty  of  something  or  other  which  I  don't  understand,  use 
his  rule  in  calculating  those  expenses,  it  seemed  to  be  easier 
to  use  his  rule  rather  than  change  the  bookkeeping  of  the 
company  which  would  require  the  assent  of  several  officers. 

Q.  What  is  the  amount  of  the  investment  expenses  accord- 
ing to  the  use  of  the  Connecticut  rule  for  the  year  1904?  A. 
$1,421,029.64. 

Q.  What  was  the  amount  of  investment  expenses  which 
you  allowed  in  determining  the  excess  of  interest  which  should 
go  by  way  of  dividend  to  paid-up  policies  ?  A.  Well,  it  would 
be  the  difference  between  4  i-io  per  cent,  and  4%  per  cent., 
that  is  to  say  a  decimal  fraction  which  would  have  no  end, 
based  on  the  amount  of  the  mean  asset  after  taking  one-half  of 
the  interest  earnings. 

Q.  What  would  have  been  the  amount  of  interest  earned 
net  after  deducting  the  investment  expenses,  had  you  taken  the 
amount  calculated  according  to  the  Connecticut  rule?  A. 
Well,  that  is  stated  in  the  gain  and  loss  exhibit  here.  Well, 
roughly  speaking,  I  have  to  make  a  subtraction  in  my  head, 
but  the  interest  earnings  less  the  investment  expenses  ac- 
cording to  the  gain  and  loss  exhibit  would  be  $16,440,670.16. 

Q.  What  would  have  been  the  percentage  of  interest  earned 
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net  had  you  made  the  calculation  of  expenses  according  to  the 
Connecticut  rule?  A.  I  will  give  you  that  in  a  moment. 
This  statement  does  not  give  the  gross  assets  at  the  beginning 
and  end  of  the  year. 

Q.  Will  this  help  you  ?     A.  Yes,  thank  you.     Extemely  close 
to  4  per  cent. 

Q.  Less  or  more?      A.  It  is  a  bare  shade  less,  perhaps  3.99 
per  cent. 

Q.  3.99.  Novir,  v^rhat  warrant  had  you  for  making  a  distri- 
bution to  policyholders  on  the  basis  of  4  i-io  per  cent,  when 
according  to  the  Connecticut  rule  there  was  nothing  to  dis- 
tribute to  policyholders  who  had  paid-up  policies,  because 
there  was  no  excess  over  four  per  cent.  ?  A.  The  company  is  oti 
the  average  making  profits  on  investments  and  they  charge  profit 
and  loss  items.  .There  were  none  last  year,  but  taking  one 
year  after  another  those  items  you  have  to  make  some  allow- 
ance for,  they  vary  considerably,  and  you  cannot  follow  them 
exactly,  but  the  difference  of  i-io  of  one  per  cent,  represents — 
i-io  of  I  per  cent,  of  $440,000,000,  would  represent  about 
$440,000.  Of  that  amount  of  allowance  in  interest  only  a 
small  fraction  was  paid  in  the  dividends,  and  the  remainder 
would  be  accumulated  for  the  much  greater  number  of  policies 
which  are  not  entitled  to  a  dividend.  But  the  actual  difference 
in  the  dividend  for  the  year  I  do  not  suppose  exceeded  $40,000 
or  $50,000. 

Q.  I  am  looking  at  the  principle  of  the  thing  entirely  apart 
from  the  amount.  If  you  did  not  know  what  your  invest- 
ment expenses  were,  and  could  not  determine  that  the  net 
excess  of  interest  was  for  distribution,  and  according  to  the 
Connecticut  rule  you  found  that  there  was  no  excess  over 
four  per  cent.,  what  right  had  you  to  make  any  distribution  to 
the  policyholders  out  of  excess  of  interest  earned?  A.  Only 
the  right  that  such  a  distribution  has  been  made  ever  since 
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the  COtnpany  was  started — ever  since  the  company  began 
the  distribution  plan  oyer  forty  years  ago,  and  to  cut  it  oif 
altogether  would  be  improper  and  unjust  considering  the 
fact  that  the  company  is  every  now  and  then  adding  consider- 
able to  its  interest  earnings  by  realized  profits,  and  those 
realized  profits  come  in  occasional  sums  which  you  cannot 
undertake  to  distribute  according  to  the  actual  yearly  incidents 
of  the  profits. 

Q.  In  other  words  you. thought  it  fair,  although  according  tp 
the  Connecticut  rule  the  net  interest  realized  was  less  than 
four  per  cent.,  to  make  a  distribution,  because  in  the  course  of. 
years  you  believed  that  the  thing  would  be  equalized  ?  A., 
I  not  only  thought  it  fair,  but  I  should  think  anything  else  very, 
unfair. 

Q.  Why  did  you  select  4  i-io  per  cent,  instead  of  .4%  per 
cent.?     A.  The  selection  was  made  the  year  before. 

Q.  Why  did  you  select  it  the  year  before?  A.  Because 
the  previous  figure  had  been  4  3-10  per  cent..,  and  I  found  it 
necessary  to  Cut  it  down  pretty  heavily,  and  cut  it  down  to 
4  i-io  per  cent. 

Q.  The  fact  is  that  you  did  not  want  to  cut  it  off  altogether 
and  you  wanted  to  make  a  substantial  reduction?  A.  You 
have  got  it  about  right,  always  remembering  that  there  are 
these  occasional  profits  which  tend  to  increase  the  interest 
element  in  the  calculation. 

Q.  How  do  you  know  but  what  the  occasional  profits  will 
be  replaced  by  occasional  losses?  A.  As  a  matter  of  fact 
for  a  great  many  years  the  profits  have  not  "been  replaced  by 
losses  unless  it  might  be  by  writing  down  the  value  of  an  office 
building  for  instance  and  as  to  that  it  is  more  a  matter  of 
bookkeeping  than  it  is  of  real  facts.  And  the  office  building 
may  be  appraised  and  be  worth  in  the  market  so  much,  but 
it  could  not  be  replaced  for  what  appears  on  the  books,. but 
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it  may  be  reasonable  and  right  to  mark  down  the  cost  of  it 
and  charge  it  to  profit  and  loss  just  because  it  is  not  earning 
the  rate  of  interest  that  assets  ought  to  earn  and  because  you 
do  not  want  to  appear  to  be  claiming  values  which  in- 
deed anybody  would  think  too  large.  And  writing  off  an  item 
Hke  that  ought  not  to  interfere  with  the  ordinary  interest 
earnings  of  the  company.  It  is  merely  wiping  out  a  certain 
element  of  the  amount  which  is  reserved  against  contingen- 
cies? 

Q.  Well,  it  involves  the  element  of  prophecy,  does  it 
not?  A.  It  involves  working  according  to  our  precious  expe- 
rience, which  is  a  pretty  fair  way  of  prophesying. 

O.  And  that  is  true  of  all  the  calculations  of  dividends  to 
which  you  have  referred,  they  involve  that  element  of  prophecy 
and  they  are  not  exact  calculations  according  to  the  actual 
ascertained  results  of  the  business  for  a  particular  period  ?  A. 
They  involve  the  element  of  retrospection  more  than  they  do 
of  prophecy. 

Q.  Well,  they  involve  the  element  of  prophecy  I  suppose 
so  far  as  you  use  past  experience  to  guide  your  judgment  as 
to  what  will  happen  in  the  future?  A.  And  also  so  far  as  I 
use  my  estimate  in  November  of  the  amount  of  assets  in 
January. 

Q.  Now  then,  when  you  ascertain  the  gain  from  surplus 
interest  stated  in  the  gain  and  loss  exhibit  for  1904,  and 
which  you  have  given  as  $2,188,047,  is  that  whole  amount 
•fixed  by  taking  the  interest  as  4.1  per  cent.?  A.  That  amount 
of  gain  is  taken  from  the  books  of  the  company  and  not  by 
any  calculation  of  the  interest. 

Q.  So  that  the  actual  amount  gained  is  $2,188,047,  l^ss  in- 
vestment expenses,  or  that  is  the  amount  less  investment  ex- 
penses? A.  No,  I  think  the  investment  expenses  are  already 
deducted. 
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Q.  Yes,  that  is  what  I  say.      A.  Yes,  that  is  right. 

Q.  How  can  they  be  deducted  if  you  don't  know  what  they 
are?     A.  We  deduct  them  according  to  the  Connecticut  rule. 

Q.  That  is  what  I  want  to  get  at,  according  to  the  Connec- 
ticut rule  there  would  have  been  an  amount  equivalent  to  3.99 
per  cent.  Now  is  the  amount  stated  in  your  gain  and  loss 
exhibit  for  1904  an  amount  calculated  according  to  the  Con- 
necticut rule  at  3.99  approximately  or  is  it  calculated  at  4.1 
per  cent?  A.  It  is  calculated  according  to  the  Connecticut 
rule.  The  figures  in  the  gain  and  loss  exhibit — you  get  the 
percentage  from  those  figures.  We  got  the  3.99  per  cent,  from 
those  figures.  I  want  to  say  this  percentage  I  speak  of 
is  the  percentage  on  the  total  assets,  it  includes 
among  the  total  assets  not  only  the  market  values 
up  to  the  full  figure,  but  it  also  includes  the  liabilities 
amounting  to  one  or  two  million  dollars  for  death  losses  and 
so  forth  which  consists  in  cash  in  banks  ready  to  be  paid  over 
and  on  all  that  I  count  the  interest,  and  if  I  were  to  leave 
out  some  of  the  items  which  theoretically  ought  not  to  bear 
interest,  it  would  run  over  4  per  cent,  even  according  to 
the  Connecticut  rule. 

Q.  Well,  of  course,  that  is  true,  whatever  is  the  figure  taken 
for  the  calculation.  You  have  the  same  basis.  In  other 
words,  you  have  not  totalized  it  in  any  case.  We  are  arriving 
now  merely  at  the  method  of  calculation  with  the  assumption 
of  certain  assets.  A.  I  should  say  certain  items  might  be 
deducted  from  the  total  assets  when  you  are  counting  an 
amount  which  ought  to  bear  interest. 

Q.  That  would  have  affected  the  amount  of  investment 
expenses  whether  you  take  4.1  or  3.99.  A.  What  I  say  is,  instead 
of  3.99  it  would  go  considerably  over  four  per  cent.,  if  I  would 
omit  some  of  those  items  which  ought  not  to  be  considered 
as  bearing  interest. 
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Q.  Similarly,  if  you  did  that,  you  would  go  up  about  4.1? 
A.  Yes,  but  the  whole  question  is  one  which  can  be  looked 
at  from  many  points  of  view;  the  net  result  is— that  is  as 
close  to  what  may  be  regarded  as  the  current  running  prospect 
and  history  of  interest  in  this  company  as  anybody  can  fairly 
state  it. 

Q.  You  stated  that  the  earnings  for  1904  were  4%  per  cent, 
gross,  that  is  the  interest  earnings.  What  were  they  for  1903? 
A.  I  think  they  were  just  about  the  same. 

Q.  What  were  they  for  1902?  A.  I  forget.  The  rate  of  in- 
terest, speaking  generally,  has  not  very  much  changed  for  two 
or  three  years,  but  before  that  was  pretty  steadily  downward. 

Q.  Taking  1902,  that  is,  having  reference  to  the  amount  dis- 
tributable in  1903 — calculating  in  November,  1902?  A.  4.3  per 
cent. 

Q.  That  was  4.3  per  cent.?    A.  Yes. 

Q.  What  was  the  gross  earnings  of  interest  that  year?  A.  I 
have  no  particular  means  of  calculating  now,  though  I  might  do 
it  in  ten  minutes.  I  fancy  that  the  result  of  the  calculation  would 
show  that  the  company  did  not  earn  in  1902  net  4.3  per  cent. 

Q.  It  did  not  earn  4.3  practically?  A.  I  think  the  amount  it 
earned  in  that  year  was  probably  as  low  as  4.2. 

Q.  So  in  that  year  you  distributed  more  than  would  have  beefi 
distributable  upon  an  exact  calculation?    A.  Yes. 

Q.  Oh,  but  I  wanted  to  get  the  figure  for  1902  that  would 
represent  the  percentage  of  interest  earnings  gross  which  could 
be  compared  with  the  4.3  per  cent,  for  1903  and  1904.  Can  you 
give  me  that  approximately?  A.  I  could  not  recollect  it,  but  I 
can  easily  make  it  up  and  send  it  to  you,  if  you  wish. 

Q.  Now,  you  have  stated  that  a  paid-up  policyholder  receives 
only  the  share  determined  in  this  matter  of  excess  interest  over 
four  per  cent.  I  would  like  to  have  you  state  a  little  more  clearly 
why  it  is,  that  having  paid  his  proportion  for  the  expenses  of  the 


2431 


Testimony  of  Emory  McClintock 

company  during  the  time  the  policy  is  carried,  he  should  not  be 
entitled  to  a  share  of  other  gains  ?    A.  What  other  gains  ? 

Q.  Well,  take  the  mortality  gain,  for  example?  A.  That  in 
this  company  is  always  used  toward  expenses. 

Q.  Well,  if  you  treat  the  mortality  gain  and  the  gain  from  the 
lapses  as  applicable  to  expenses,  then  you  will  have  a  margin 
saved  of  the  loading  upon  the  premiums  for  expenses,  then  why 
don't  the  paid-up  policyholder,  who  has  paid  in  to  the  loading 
upon  his  premium  his  pro  rata  share  of  such  expenses,  get  a 
dividend  out  of  that  gain?  A.  You  mean  the  policyholder  who 
during  ten  years  has  paid  premiums  and  been  charged  for  ex- 
penses during  that  time  should  not  be  free  from  any  charge  what- 
ever afterwards — is  that  it? 

Q.  No ;  why  he  should  not  share  in  the  extra  amount  which  the 
company  has  received  through  the  loading  of  the  excess  of  the 
amount  required  for  expenses,  after  applying  the  other  gains  of 
the  company  to  their  reduction?  A.  The  system  of  this  com- 
pany, and  so  far  as  I  know,  of  all  other  companies,  and  the  one 
which  is  practically  enforced  by  the  Department — I  said  prac- 
tically enforced — is  to  consider  that  there  is  no  reserve  of  any 
kind  on  a  paid-up  policy  except  the  pure  net  reserve,  wKich  re- 
sults from  the  net  premiums  of  that  loading.  That  system  has 
been  followed  by  all  the  companies  in  this  country  from  the  be- 
ginning. Now,  as  regards  the  distribution  of  surplus,  when  you 
have  a  policy  of  that  kind,  it  is  feasible  and  not  improper  to 
arrange  from  the  beginning  that  the  ten-payment  policyholder 
shall  have  dividends  on  the  annual  premium  basis,  and — do  you 
see  what  I  mean  ?  That  is  to  say,  if  one  man  pays  twenty  dollars 
a  year  and  another  man  pays  forty  dollars  a  year,  and  stops  after 
ten  years,  while  the  twenty-dollar  man  pays  it  during  life,  that 
the  twenty-dollar  man  shall  get  the  same  actual  dollars  and  cents 
in  dividends  as  the  forty-dollar  man,  and  the  forty-dollar  man 
shall  continue  to  get  the  same  dividends  as  the  twenty-dollar  man 
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threughout  life.  Now,  that  is  a  means  which  is  entirely  feasible 
and  intelligible,  and  nothing  can  be  said  against  it  provided  it  is 
understood  beforehand. 

-  Q.  Now,  that  is  not  the  method  that  is  in  use  ?  A.  No ;  the 
method  in  use  is  to  treat  the  forty-dollar  man,  who  pays  his  pre- 
mium, as  if  his  contribution  to  expenses  consist  of  the  percentage 
on  his  loading,  which  is  taken  out,  and  contributes  thereby,  prac- 
tically, nearly  as  much  in  proportion  to  his  premium  as  the 
twenty-dollar  man,  but  not  quite,  as  the  loading  is  not  in  pro- 
portion ;  the  ten-payment  man  does  not  contribute  as  much  toward 
expenses  during  his  ten  years  in  proportion  to  his  annual  pre- 
mium as  the  annual  premium  man,  but  he  makes  his  contribu- 
tion  to  the  expenses  of  those  ten  years,  and  it  is  considered  that 
the  contributions  from  loadings  toward  expenses  are  to  be  made 
at  the  time  when  those  loadings  are  received  in  the  form  of  pre- 
miums and  that  the  return  of  the  balance  of  the  loading  is  to  be 
given  immediately  in  the  annual  dividends  next  succeeding,  and 
in  that  way  the  ten-premium  man  g'ets  ten  dividends  in  which 
is  returned  the  entire  balance  of  the  loading  not  used  by  the  ex- 
penses of  those  ten  years ;  and  there  is  no  provision  whatever  for 
his  contribution  to  any  future  expenses,  except  what  may  be 
gained  through  the  mortality  element,  which  is  a  trifling  amount 
in  the  case  of  paid-up  policies. 

Q.  Now,  what  is  the  loading  upon  the  ten-payment  policy — 
how  is  it  ascertained?  A.  You  mean  in  forming  the  rate  of 
premium  ? 

Q.  Yes.  A.  There  is  a  rule  for  all  the  policies  in  the  company, 
the  aniount  of  the  premium  upon  all  policies,  the  net  annual  pre- 
mium is  increased  by  twenty  per  cent. 

Q.  That  is,  all  policies?  A.  That  is  all  policies,  and  then  in 
addition  sixteen  per  cent,  of  the  net  life  premium  is  added  to  the 
amount  on  all  policies,  the  net  life  premium  is  a  similar  amount 
and  it  is  uniform  at  the  same  age  for  all  kinds  of  policies.     It 
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makes  a  uniform  dollar  and  cent  amount  added  to  the  premium 
paid,  and  then  there  is  in  addition,  I  think,  eighty  cents  per  thou- 
sand added  to  the  amount  so  found. 

Q.  For  what  period  is  the  man  who  has  a  ten-payment  life 
policy  supposed  to  contribute  to  the  expenses  of  the  company? 
A.  During  his  life. 

Q.  During  his  whole  Hfe,  and  his  loading  upon  his  premium 
is  fixed  accordingly,  isn't  it  ?  A.  No,  the  loading  isn't  fixed  par- 
ticularly for  expenses,  it  is  fixed  as  an  amount  which  is  to  be 
taken  by  the  company  toward  its  expenses,  and  used  up  by  the 
company  during  the  ten  years;  and  the  further  contribution  of 
that  policy,  consists  merely,  as  said  before,  in  the  small  item  of 
the  gain  on  mortality. 

Q.  What  did  you  mean  a  moment  ago  by  saying  that  the  ten- 
payment  life  policyholder  was  suposed  to  contribute  to  the  ex- 
penses of  the  company  during  his  life?  A.  I  mean  the  large 
contribution  is  made  during  ten  years  from  the  loadings  as  well 
as  from  the  element  of  mortality,  a  very  small  contribution  after 
that  is  made  in  whatever  the  company  gains  on  the  mortality. 

Q.  Of  course,  as  a  matter  of  fact,  you  deal  with  this  loading 
in  your  gain  and  loss  exhibit  for  the  departments,  as  a  loading  for 
expenses,  do  you  jiot  ?  A.  The  loadings  of  a  ten-premium  policy 
are  reported  in  the  gain  and  loss  exhibit  as  loadings  received  dur- 
ing those  respective  years,  but  they  are  used  up  and  distributed 
in  one  way  or  another  during  those  years  and  not  held  over  for 
any  subsequent  purpose.  A  portion  of  the  loadings  goes  towards 
expenses  and  the  balance  towards  dividends. 

Q.  Now,  I  have  a  letter  here  which  I  would  like  to  read  you, 
and  ask  for  such  explanation  as  you  may  care  to  make : 
"Dear  Sir: 

"I  note  by  the  newspaper  accounts  that  you  get  mostly  endow- 
ment policies  in  the  Mutual  Life.  I  give  you  mine,  straight  life, 
$10,000,  No.  259,717,  taken  in  1885,  age  31." 
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A.  Does  he  mention  the  premium? 

Q.  No.  It  gives  the  ag'e  and  says  it  is  a  straight  life.  A.  It 
is  undoubtedly  one  of  those  reduced  rate  policies. 

Q.  Assuming  it  to  be  such  "these  dividends"— this  is  illegible— 
I  will  read  the  figures,  the  table  he  gives :  1886,  dividend,  $61 ; 
1887,  $62;  1888,  $45;  1889,  $47;  1890,  $26;  1891,  $28;  1892,  $30; 
1893.  $33;  1894,  $s;  1895,  $12;  1896,  $14;  1897,  $16;  1898,  $17; 
1899,  $18;  1900,  $20;  1901,  $22;  1902,  $23;  1903,  $32;  1904,  $16; 
1905,  $16.  This  is  all  extra  insurance  in  cash  dividends."  Now, 
looking  at  that  in  the  first  place,  can  you  tell  me  whether  the 
ordinary  life  policy  in  your  company  received  a  dividend  for 
1904  in  the  extra  allowance  that  would  be  the  subject  of  credit 
to  it  for  one  who  took  his  policy  in  1885  at  age  31  in  an  amount 
half  as  large  as  was  credited  for  the  year  1902 — is  that  according 
to  your  recollection  of  the  facts?  A.  The  reduction  in  the  year 
1904,  as  compared  with  1903,  was  considerable  on  all  policies, 
but  it  did  not  bear  exactly  the  relation  of  exactly  one-half  to 
policies  unless  it  happened  to  be  so.  It  might  vary  in  dififerent 
kinds  of  policies. 

Q.  The  reduction  then  from  1903  to  1904  was  a  reduction 
which  was  as  conspicuous  in  the  case  of  ordinary  life  policies  with 
annual  dividends  as  in  the  case  of  ten-payment  life  policies  which 
had  been  paid  up?  A.  In  other  words,  besides  the  reduction  in 
interest  there  was  a  reduction  in  other  elements. 

Q.  That  is  what  I  want  to  get  at.  What  was  the  reason  for 
the  large  reduction  in  dividends  on  ordinary  life  policies  entitled 
to  annual  dividends?  A.  A  gradual  reduction  in  the  propor- 
tion of  surplus  earnings  to  total  business. 

Q.  A  reduction  of  surplus  earnings  in  proportion  to  total  busi- 
ness. Now,  that  was  the  fact,  now,  what  was  the  explanation  of 
that  fact?  A.  The  gain  and  loss  exhibit  shows  different  figures 
in  different  years,  but  the  sum  totals  have  been  diminishing  not 
very  greatly,  but  still  enough  to  make  it  important  to  make  a 
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reduction  at  that  time.  I  might  add  further  that  at  that  par- 
ticular period  it  seemed  to  me  wise  to  make  a  rather  notable 
deduction  because  there  was  at  the  end  of  1903  a  tremendous 
reduction  in  the  value  of  the  company's  securities,  there  was  a 
reduction  of  about  eight  millions,  if  I  recolkct  right,  in  the 
market  value  of  the  securities;  and  the  annual  dividends  are  a 
basis  for  future  deferred  dividends,  and  it  did  not  seem  to  me 
wise,  in  view  of  that  reduction  in  market  values  which  of  course 
in  case  of  realization  would  be  a  reduction  of  real  values,  to  let 
the  year  go  by  without  a  reduction  in  the  dividend. 

Q.  How  much  did  you  cut  the  dividend  at  the  end  of  19O3  be- 
cause of  the  reduction  in  market  values  of  the  securities?  A.  It 
was  not  entirely  in  connection  With  market  values. 

Q.  No,  but  take  that  feature  of  it?  A.  That  was  an  element 
that  impressed  me  as  an  element  of  danger. 

Q.  What  amount  of  reduction  was  attributable  to  that  element 
of  danger?  A.  I  simply  say  that  impressed  itself  on  my  mind 
as  being  a  proper,  and  in  fact,  necessary  time,  for  an  actuary 
who  was  on  the  lookout  for  the  future  to  take  note  of  what  had 
been  visible  for  some  little  time,  viz.,  that  the  surplus  earnings 
of  the  company  were  not  growing  along  with  the  growth  of  the 
business. 

Q.  Having  taken  note  of  that,  it  influenced  your  action  in 
fixing  the  dividends  ?    A.  I  -think  it  did. 

Q.  Now,  to  what  extent  did  it  influence  your  actions?  A.  I 
don't  think  it  made  any  difference  in  the  figures  at  all. 

Q.  Then  why  do  you  mention  it?  A.  Because  if  there  had 
been  no  reduction  in  the  market  values  I  should  have  probably 
made  a  slighter  reduction  in  the  dividend,  but  as  for  telling  just 
how  much  of  a  reduction  it  would  have  been,  or  to  what  extent 
that  particular  thing  influenced  me,  I  can't  imagine. 

Q.  Do  you  know  whether  it  influenced  you  at  all?  A.  I  am 
quite  certain  I  had  it  in  my  mind  because  I  had  had  during  that 
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year  a  feeling  that  it  was  getting  to  be  time  to  make  a  decided 
difference  in  the  dividends,  and  as  the  year  went  on  and  values 
reduced  it  impressed  itself  more  and  more  on  my  mind  that  then 
was  the  time  to  do  it. 

Q.  Now,  you  have  given  me  this  as  one  of  the  explanations  of 
the  reductions.  A.  Excuse  me,  I  have  not  given  it  to  you  as  an 
explanation  of  the  necessity  of  a  lower  dividend.  The  reason 
of  that  lower  dividend  I  have  mentioned  before  is  the  fact  that  the 
surplus  earnings  of  the  company  did  not  keep  pace  in  proportion 
with  the  growth  of  the  business. 

Q.  I  think  you  testified  a  moment  ago  that  one  of  the  reasons 
for  the  reduction  of  the  dividends  was  the  decrease  in  the  market 
value  of  the  securities?  A.  It  undoubtedly  was  an  element 
which  tended  to  make  my  mind  more  cautious,  more  careful,  more 
pessimistic  than  it  might  otherwise  be. 

Q.  It  did  not  have  any  effect  in  making  you  more  pessimistic — I 
mean  the  fact  that  you  were  more  pessimistic  had  no  practical 
result  if  that  dividend  remained  the  same?  A.  The  dividends 
would  probably  have  been  reduced  that  year  to  some  extent,  and 
perhaps  in  a  year  or  two  more  to  some  extent.  Now,  having  re- 
duced it  so  far,  it  was  not  necessary  to  reduce  it  again  this  year. 

Q.  Just  answer  me,  if  you  can,  directly,  did  it  or  not,  the  de- 
crease in  market  value,  lead  you  in  any  respect  to  reduce  the 
dividend  for  1903?  A.  It  probably  led  me  to  make  a  larger  re- 
duction at  that  time  than  I  would  otherwise  have  made. 

Q.  Now,  to  what  extent  did  it  lead  you  to  make  a  larger  re- 
duction than  you  otherwise  might  have  made?  A.  I  cannot 
say. 

Q.  Now,  in  the  year  1904  the  company  by  increase  of  the 
market  value  of  its  securities  recouped  the  eight  millions  decrease 
of  the  prior  year  and  was  a  million  to  the  advantage ;  that  is  the 
gain  for  1904  was  nine  millions  of  dollars.     Did  that  influence 
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you  when  you  came  to  fix  the  dividend  for  that  year  ?  A.  It  has 
influenced  me  not  to  make  a  further  reduction. 

Q.  Why  didn't  it  induce  you  to  increase  it  at  least  to  ofiEset  the 
amount  of  decrease  in  loss  on  securities  for  the  prior  year?  A,. 
The  decrease  was  not  figured  in  connection  with  the  loss  of  secu- 
rities ;  it  was  figured  in  connection  with  the  course  of  the  surplus 
earning  power  of  the  company;  that  remained  unchanged  by 
that  fluctuation,  the  fluctuation  downward  and  back  again. 

Q.  If  the  fluctuation  downward  had  caused  you  in  any  respect 
to  lower  the  dividends,  the  fluctuation  upward,  it  would  seem, 
would  have  led  you  to  restore  the  dividends.  A.  I  think  I  should 
have  lowered  the  dividend  in  any  event  at  the  end  of  1904,  but 
perhaps  not  to  so  great  an  extent  as  I  did. 

Q.  Whatever  the  extent  may  have  been?  A.  The  chances  are 
that  with  the  further  experience  of  1904  I  should  have  made  a 
further  reduction  at  the  end  of  1904^ 

Q.  If  you  had  not  made  it  before?  A.  If  I  did  not  find  it 
necessary  to  make  it  then. 

Q.  Now,  on  the  decrease  in  the  market  value  of  the  securities 
in  1903,  what  else  explains  the  decreased  dividends?  A.  The 
proportion  of  the  surplus  to  the  total  business. 

Q.  Yes,  the  fact  that  the  proportion  of  the  surplus  to  the  total 
business  was  less ;  now,  what  was  the  reason  for  that  ?  In  other 
words,  what  was  it  in  the  conduct  of  your  business  which  brought 
about  that  result?  A.  I  think  that  the  years  1903  and  1904 
were  not  so  prosperous  as  the  years  1902  and  1901,  and  1900 
in  the  matter  of  gain  on  mortality. 

Q.  Now,  to  what  extent  was  there  a  loss  by  reason  of  that? 
A.  The  amount  of  gain  on  mortality  in  1904  is  one  and  a  half 
millions  less  than  in  1902. 

Q.  If  you  have  the  fig'ures  there,  say  for  the  last  few  years,  it 
will  save  us  time.     A.   (Witness  produces  paper.) 

Q.  You  have  a  statement  here  of  the  gain  and  loss  exhibit,  or 
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rather  you  have  a  statement  here  of  the  items  of  gain  and  loss 
for  the  years  1900  to  1904,  inclusive,  Mutual  Life ;  I  will  ignore 
the  others  for  the  present ;  I  will  offer  that  in  evidence.  A.  That 
was  not  prepared  for  evidence. 

Q.  If  you  prefer  I  should  not  use  it  in  that  way  I  will  with- 
draw the  offer  and  I  will  ask  you  a  question  or  two  about  it.  You 
can  give  a  statement  later.  That  is  exact?  A.  The  statement 
is  exact  except  this  line  here  (indicating)  should  be  deducted 
from  the  interest,  because  at  that  time  the  gain  and  loss  included 
the  market  values  and  afterward  it  did  not. 

Q.  I  find,  according  to  this,  that  the  gain  in  mortality  in  1899 
was  $838,053;  in  1900,  $3,45 5. 6S9-  Now,  was  there  a  net  in- 
crease in  the  dividends  allowed  for  the  year  1900  upon  your  life 
policies  as  compared  with  the  year  1899?  A.  No,  the  year  1899 
was  the  first  one  you  read,  I  think  ? 

Q.  Yes.     A.  That  had  a  small  gain. 

Q.  Yes.  A.  That  was  the  year  in  which  the  company  sus- 
tained the  largest  mortality  in  its  record  and  was  regarded  as  a 
purely  temporary  fluctuation  to  which  little  attention  ought  to 
be  paid. 

Q.  So  that  although  there  was  $2,500,000  approximately  more 
gain  from  decreased  mortality  in  1900  than  in  1899,  you  did  not 
distribute  dividends  on  that  basis,  because  you  thought  it  was  an 
exceptional  instance?  A.  On  the  contrary  we  distributed  the 
dividends  on  the  basis  of  the  large  amount  instead  of  the  small 
one ;  we  did  not  cut  the  dividend  down  in  the  first  year  on  account 
of  the  reduction,  as  I  say  the  small  gain  in  that  particular  year 
was  due  to  an  extraordinarily  bad  fluctuation  and  we  did  not 
pay  much  attention  to  it. 

Q.  Then  did  you  keep  your  dividends  in  1899  when  your  gain 
from  mortality  was  only  $838,000  at  the  same  rate  that  they 
were  in  1898,  when  the  gain  from  mortality  was  $2,125,000?  A,  I 
will  give  you  an  illustration  in  a  moment.     There  was  a  cut  made 
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at  the  end  of  1889  on  the  dividends  in  1890.  There  was  very 
little  change  made ;  the  dividends  ran  along  very  smoothly,  from 
1894  to  1903 ;  very  little  change  made,  except  that  slight  changes 
that  would  not  affect  an  increase  on  policies  all  the  way  through. 

O.  Now,  the  change  from  1903  to  1904  was  $3,272,239  to 
$2,938 — I  am  speaking  on  the  mortality  gain.  Was  there  a  cut 
in  dividends  at  that  time?  A.  There  was  a  cut  made  in  Novem- 
ber, prior  to  the  formation  of  these  accounts,  and  it  was  noticed 
in  November  that  the  mortality  of  that  year  was  getting  pretty 
heavy. 

Q.  Now,  on  the  other  hand,  was  it  because  the  expenses  of  the 
company  had  largely  increased?  A.  You  will  find  that  the  ex- 
penses of  the  company  above  the  loading  are  ranged  pretty  steadily 
for  a  number  of  years  past. 

Q.  I  find  in  1898  there  was  $167,492  saved  from  the  loading, 
and  after  that  there  was  an  excess  of  expense  over  loading 
amounting  in  1899  to  $1,521,041;  1900,  $1,208,964;  1901, 
$1,397,985;  1902,  $1,428,687;  1903,  $1,409,317,  and  1904, 
$1,305,007.  As  a  matter  of  fact  the  loss  on  loading  was  a  little 
less  in  1903  than  it  had  been  in  1902.  A.  Taking  the  whole  thing 
into  consideration,  the  business  of  the  company  was  increasing 
pretty  rapidly  and  you  notice  that  the  net  total  was  not  increasing 
very  fast. 

Q.  What  effect  did  the  rapid  increase  of  the  business  of  the 
company  have?  A.  The  business  increasing  rapidly  was  a 
reason  why  considerable  amounts  should  be  laid  aside  for  the 
benefit  of  the  dividends  on  those  policies  which  had  been  in  force 
one,  two,  three,  four,  five  years,  and  so  on ;  it  was  desirable,  of 
course,  to  make  proper  increases  in  the  sum  held  originally  by 
the  company  for  future  dividends,  and  if  the  business  is  doubled, 
although  you  don't  have  to  pay  dividends  immediately,  you  ought 
to  hold  a  very  much  greater  reserve  for  future  dividends. 

Q.  Yes,  but  the  amount  reserved  for  deferred  dividends  would 
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correspond  to  and  be  based  upon  the  amount  declared  for  annual 
dividends?    A.  That  is  true. 

Q.  So  that  the  amounts  reserved  for  deferred  dividends  would 
have  increased  as  an  analogy  to  the  increased  amounts  of  annual 
dividends?  A.  Well,  inasmuch  as  the  fund  in  hand  was  not  in- 
creasing so  fast,  it  was  obvious  a  decrease  of  dividends  would  be 
sooner  or  later  necessary. 

Q.  Then,  in  an  increasing  business  there  was  not  a  relative 
increase  in  the  net  prosperity  of  the  company?  Does  not  an  in- 
crease of  business  indicate  the  prosperity  of  the  company?  A. 
Prosperity  has  many  meanings. 

Q.  I  mean  prosperity  in  actual  gains?  A.  In  surplus  earn- 
ings? 

Q.  Yes.  A.  Increase  in  business  will  result  in  increase  in 
earnings  in  future,  without  question.  But  it  may  afifect  injuri- 
ously the  surplus  earnings  of  the  present. 

Q.  In  what  way?  A.  Chiefly  in  the  matter  of  expenses  to 
get  it. 

Q.  Just  explain  that  a  little,  how  it  afifects  surplus  earnings 
at  present  ?  A.  Taking  that  statement  as  a  basis,  if  the  net  earn- 
ings from  the  four  sources,  less  the  expenses,  will  remain  about 
stationary  or  even  decrease  or  only  increase  a  little  instead  of 
increasing  somewhat  in  proportion  with  the  increase  in  the  de- 
mands of  the  business,  why  you  are  not  able  to  make  the  same 
dividends  as  you  would  before. 

Q.  You  can  easily  conceive  of  a  situation  in  which  the  business 
increased  so  rapidly  and  the  expense  of  getting  it  was  so  great 
there  would  be  no  surplus  earnings  at  all?  A.  If  the  company 
used  all  its  surplus  earnings  in  purchasing  new  business  it  would 
make  no  dividend?. 

Q.  That  is  a  conceivable  case?  A.  I  have  known  of  some 
small  companies  who  were  actually  in  that  position. 

Q.  Now,  do  those  reductions  in  the  interest  earned  by  the 
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company,  that  is,  by  the  Mutual  Life,  reflect  the  general  condi- 
tions? That  is,  do  they  represent  a  reduction  in  the  rates  of 
interest  which  all  companies  felt  ?  Is  this  situation  peculiar  to  the 
Mutual  Life?  A.  My  impression  is  that  all  companies  have  ex- 
perienced a  reduction  quite  similarly  until  the  last  two  or  three 
years  and  at  the  rate  of  interest  has  been  latterly  about  stationary. 

Q.  Now,  I  am  handed  here  a  statement  of  a  company  which 
I  will  not  name — I  wish  to  use  it  merely  for  the  purpose  of  com- 
parison, without  any  suggestion  that  might  anticipate  your 
answer,  as  follows: 

Ten-payment  life,  age  32,  $5,000,  issued  August  12,  1865,  pre- 
mium $257.45,  total  premiums  paid-  up  by  1874  $2,574.50,  div- 
idends beginning  with  the  year  1867,  and  running  as  follows: 
I  am  speaking  now  of  the  main  dividends — 1867,  $52.60;  1868, 
$54.35;  1869,  $56.60;  1870,  $58.25;  1871,  $60.45;  1872,  $62.50; 

1873,  $67.45;  1874,  $70.90;  1875,  $74.60;  1876,  $44-65;  1877, 
$45.85;  1878,  $63.06;  1879,  $65.99;  1880,  $67.70;  1881,  $56.36; 
1882,  $60.03;  1883,  $62.60;  1884,  $60.49;  1885,  $68.50;  1886, 
$71.59;  1887,  $74.06;  1888,  $78.35;  1889,  $32.12;  1890,  $104.74; 
1891,  $109.^1;  1892,  $114.64;  1893,  $119.92;  1894,  $125.48; 
1895,  $131.41;  1896,  $137.61;  1897,  $143-89;  1898,  $99.65;  1899, 
$103.88;  1900,  $108.32;  1901,  $112.88;  1902,  $117.57;  1903, 
$122.39. 

Now,  assuming  that  these  figures  are  correct,  can  you  tell  me 
how  it  would  be  possible  that  a  company  on  a  ten-payment  life 
policy,  with  a  premium  of  that  amount  at  that  age,  paid  up  in 

1874,  could  credit  dividends  to  that  amount,  comparing  that  with 
the  experience  of  your  company?  A.  I  should  say  that  that 
company  might  give  a  considerable  profit  from  mortality  to  the 
policyholders  as  well  as  some  interest. 

Q.  I  find  that  the  company  referred  to  has  been  gaining  in 
surplus,  as  you  will  note  by  the  record  in  the  blue  book  that  I 
show  you ;  of  course  I  am  not  prepared  to  vouch  for  the  accuracy 
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of  the  figures;  they  are  simply  from  a  responsible  source  I  take 
it,  and  the  first  question  I  would  like  to  ask  you  was  whether  you 
recognize  such  a  result  on  such  a  policy  as  a  possible  thing, 
whether  you  would  be  disposed  to  dispute  the  accuracy  of  that 
statement?  A.  The  reserve  on  this  policy — it  is  a  ten  thousand 
dollar — it  has  over  ten  thousand  of  insurance  all  paid  up — ^the 
reserve  on  that  policy  must  be  something  between  six  and  seven 
thousand  dollars. 

Q.  It  is  very  like  one  of  the  policies  referred  to  in  a  letter  I 
sent  you?  A.  This  policy  being  ten  thousand  dollars  paid  up, 
having  a  reserve  of  something  like  $7,000  and  paying  $153,  is 
paying  a  little  over  2  per  cent,  on  the  reserve,  and  that  means 
that  either  the  company  is  paying  two  per  cent,  interest  profit 
above  the  reserve  or  else  it  is  paying  a  smaller  interest  and  is 
giving  some  of  this  additional  profit  from  the  mortality. 

Q.  You  think  it  would  be  explained  by  a  favorable  mortality 
rate?  A.  Not  necessarily  the  profit  on  the  mortality  either. 
Yes,  if  there  was  a  very  favorable  mortality  rate  and  a  good  large 
rate  of  interest  realied  the  two  items  together  would  about  make 
that,  assuming  that  was  the  system  of  the  company.  I  fancy 
that  the  company  you  speak  of  is  the  one  that  has  the  best  mor- 
tality rate  in  the  country. 

Q.  Why  should  it  have  any  better  mortality  rate  than  yours — 
what  is  the  explanation  of  it?  A.  There  is  only  one  way  to 
secure  a  good  mortality  rate,  and  that  is  to  take  the  very  best 
class  of  risks.  That  particular  company  is  a  Quaker  institution 
which  does  not  go  very  far  from  its  home  office  and  takes  very 
particular  care  of  the  risks  which  it  takes,  and  that  it  is  most 
unusually  restrictive  in  shutting  out  a  great  many  risks  other  com- 
panies would  take. 

Q.  You  recognize  the  fact  that  it  is  a  smaller  company  than 
many  of  those  that  have  been  mentioned?    A.  Yes. 
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Q.  And  its  ratio  of  expenses  to  income  would  be  somewhat 
larger  than  a  large  company,  would  it  not  ?    A.  That  depends. 

O.  Upon  what?  A.  It  depends  on  how  much  business  it  is 
doing.  If  the  company  is  doing  a  large  business  in  proportion 
to  the  amount  of  the  business  it  has  already,  of  course  its  rate 
of  expense  is  considerably  higher  than  if  it  does  a  small  busi- 
ness. 

Q.  So  that  the  great — a  great  advantage  in  size  of  a  company 
so  far  as  the  distribution  of  its  general  management  and  invest- 
ment expenses  are  concerned  may  be  offset  by  the  heavy  ex- 
penses of  obtaining  new  business  ?  A.  That  has  two  branches — 
that  question  has  two  branches.  When  you  speak  of  heavy  ex- 
pense of  obtaining  new  business,  it  may  be  either  a  large  amount 
of  new  business  obtained  at  an  economical  expense  or  it  may 
mean  a  smaller  amount  of  new  business  obtained  at  a  heavy  ex- 
pense, but  in  either  case  it  means  a  large  amount  of  money  spent 
for  new  business,  and  a  large  amount  of  money  spent  for  new 
business  will  necessarily  have  its  effect  on  the  present  surplus. 

Q.  I  will  have  this  paper  which  I  have  shown  the  witness 
marked  for  identification,  containing  the  statement  of  dividends 
upon  a  policy  in  another  company. 

(Paper  marked  Exhibit  298  for  identification.) 

THE  WITNESS :  If  you  get  the  officers  of  that  company  on 
the  stand  it  would  be  very  interesting  to  the  rest  of  us  to  find 
out  what  they  do  about  their  mortality,  because  it  has  been  a 
wonder  to  the  people  of  other  companies  for  a  great  many  years 
just  how  they  managed  to  have  so  low  a  rate  of  mortality. 

Q.  You  have  spoken,  Mr.  McClintock,  of  the  illustrations  or 
estimates  that  are  made  to  guide  the  agents  with  reference  to  the 
advantages  of  different  sorts  of  policies  issued  by  your  com- 
pany.    Is  this  a  book  of  such  illustrations  issued  in  1899 — do  you 
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recognize  it?  (Showing  witness  book.)  A.  I  do  not.  I  have 
no  copy  of  it,  but  I  have  no  doubt — it  has  the  print  of  this  com- 
pany— I  have  no  doubt  it  is ;  oh,  yes,  I  have  no  doubt  it  is  issued 
by  the  company. 

MR.  HUGHES :     I  will  have  this  marked  for  identification. 
(Book  marked  Exhibit  299  for  identification.) 

Q.  This  is  entitled  "Adapted  illustrations."  I  understand  that 
is  an  adaptation  of  actual  results  to  conditions  which  would  ob- 
tain under  different  rates  of  premiums  or  different  kinds  of 
policies?  A.  I  am  hardly  competent  to  explain,  Mr.  Hughes;  I 
have  nothing  to  do  with  that  publication. 

Q.  Well,  as  an  actuary  of  your  company  and  familiar  to  some 
extent  with  its  practice,  without  making  you  responsible  or  in  any 
way  implying  that  you  were  individually  responsible  for  it,  can 
you  tell  me  what  the  words  "Adapted  Illustrations"  mean?  A.  I 
have  always  understood  that  the  words  were  used  to  imply  that 
the  dividend  figures  up  to  the  time  when  the  calculation  was  made 
were  taken  as  the  basis,  and  where  there  is  a  difference  in  pre- 
mium between  the  old  policy  and  the  new  policies  issued,  the 
difference  of  premiums  would  be  taken  into  account.  Where 
there  was  a  difference  in  guarantees  of  surrender  value  they 
ought  to  be  taken  into  account.  That  is  the  general  understand- 
ing of  the  meaning  of  the  word  "adapted." 

Q.  Now,  these  are  other  books  issued  for  the  same  purpose 
under  the  imprint  of  1903,  1904  and  1905,  are  they  not?  (Show- 
ing witness  books.)  A.  They  are  all  undoubtedly  issued  by  the 
company. 

MR.  HUGHES :     I  will  have  them  marked  for  identification. . 

(Books  marked  respectively  Exhibits  300,  301  and  302  for 
identification.) 
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Q.  My  information  is  that  none  were  issued  between  this  one 
of  1899  and  this  one  of  1903;  is  that  correct?    A.  I  don't  know. 

Q.  These  latter  volumes  of  1903,  1904  and  1905  are  adapted 
illustrations  showing  the  adapted  result  of  those  years  on  all 
policies  are  available  for  illustration  of  those  years — is  that  it? 
A.  I  don't  know.     I  assume  so,  of  course. 

Q.  In  other  words,  the  company  in  1889  had  certain  actual 
results  which  it,  through  its  statistician,  adapts  to  new  condi- 
tions based  upon  such  premiums  and  classes  of  policies,  and 
says,  taking  our  results  up  to  this  time  so  adapted,  this  is  a 
reasonable  expectation?  A.  I  will  say  this,  that  I  have  been 
informed  by  the  gentleman  in  Professor  Stewart's  department 
who  has  latterly  done  this  work  that,  as  regards  those  recent  years 
that  you  speak  of,  actual  dividends  on  ten-year  policies  and 
fifteen-year  policies  has  been — ^actual  dividend  results  on  similar 
policies  for  fifteen-year  distribution  policy  so-called  and  ten-year 
distribution  policy  so-called,  have  been  strictly  followed  as  a 
basis,  merely  making  a  difiference  in  the  guarantee.  I  have  here 
the  actual  dividend  results. 

Q.  You  understand  they  are  based  upon  the  actual  figures? 
A.  The  understanding  is  the  ten  and  fifteen  year  policies  are 
based  upon  actual  results  of  exactly  similar  policies  subject  to 
differences  of  premium  and  guarantee. 

Q.  What  are  the  twenty-year  based  on?  A.  Based  on  annual 
dividends  on  the  twenty-year  policies,  but  without  having  any 
matured  twenty-year  dividend  policy  to  go  by. 

Q.  These  books  are  put  in  the  hands  of  agents  I  understand — 
that  is  what  they  are  used  for?    A.  Yes. 

Q.  Now,  I  wish  to  call  your  attention  to  page  8  of  each  of 
those  volumes  and  to  twenty-payment  life  policy,  twenty-year 
distribution,  age  35.  I  find  in  this  book  for  1889  under  the  head 
of  "Adapted  former  results"  cash,  $383.96.  I  find  in  the  book 
for  1903,  which  I  understand  to  be  the  next  issue,  in  the  same 
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column,  corresponding  item,  $356.31.  I  find  in  the  book  for 
1904,  corresponding  item,  same  page,  $328.66.  I  find  in  the 
book  for  1905,  same  item  or  corresponding  item,  same  page, 
$301.01.  Now,  if  you  will  look  at  these  you  will  see  that  the 
difference  in  this  case  is  precisely  $27.65,  and  I  would  like  to 
have  you  explain  how  it  is  that  by  adapting  the  actual  results 
for  a  series  of  years  in  this  way  that  the  matter  is  brought  out 
so  as  to  exhibit  in  each  case  the  exact  difference  of  $27.65  ?  A.  I 
have  no  information  except  inference. 

Q.  What  would  be  the  inference  ?  A.  The  inference  would  be 
that  the  time  when  this  uniform  reduction  began — the  instance 
would  be  that  the  time  that  this  uniform  reduction  began  was 
a  time  when  there  was  a  cessation  of  close  calculation  and  that  the 
reduction  was  brought  down  to  represent  what  would  probably 
be  the  reduction  between  this  twenty-year  period,  beginning  in — 
what  is  the  first  year  there? 

Q.  The  first  one  is  the  difference  between  the  books  in  use 
from  1899  to  1903,  and  the  second  is  the  difference  between  1903 
and  1904,  and  the  third  is  the  difference  between  1904  and  1905. 
A.  In  each  case  there  was  a  reduction? 

Q.  Of  the  same  amount  to  a  cent.  A.  Between  1899  and  1903 
it  was  not  the  same? 

Q.  Same  rate  exactly.     A.  In  four  years  just  the  same  amount  ? 

Q.  Exactly ;  that  is  the  book  for  1899  is  $383.96,  as  the  adapted 
result  at  age  35,  twenty-payment,  twenty  years'  distribution, 
$383.96;  the  same  item  in  the  books  for  1903  is  $356.31;  the 
same  item  in  1904  is  $328.66;  for  1905,  $301.01,  making  a  dif- 
ference of  $27.65  in  each  case.  Now,  how  could  possibly  the 
actual  results  figure  out  in  the  same  way  by  any  adaptation?  A. 
The  probability  is  it  is  a  rough  estimate. 

Q.  Now,  I  find  on  the  same  page  at  age  30  the  same  kind  of 
policy.  A.  Let  me  explain  this  in  general  terms.  A  policy  issued 
in  1883,  maturing  in  1903,  would  contain  the  essence  of  the  an- 
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nual  dividends  of  that  particular  period.  A  policy  issued  a  year 
later  of  the  same  kind  would  probably  contain  year  after  year, 
owing  to  various  drops  in  the  dividends,  would  probably  con- 
tain annual  dividends  which  would  be  also  all  the  way  through, 
though  not  very  greatly  lower;  consequently,  the  net  results 
which  would  accrue  to  policyholders  in  those  respective  years 
would  be  lower  in  1904  than  in  1903,  lower  in  1905  than  1904. 
That  you  will  find  also  in  the  actual  dividend  for  fifteen-year 
period  policies. 

Q.  We  may  assume  that.  What  attracted  my  attention  was 
the  fact  that  the  difference  in  each  case  was  the  same  to  a  cent. 
A.  That  attracts  my  attention  also. 

Q.  Now,  it  is  not  peculiar  to  that  age,  because  I  find  oh  the 
same  page,  age  30,  twenty-year  distribution,  twenty-payment 
life  in  1899,  $338.89,  as  the  cash  on  adapted  former  results.  The 
same  item,  that  is  the  corresponding  item,  for  1903,  age  30, 
$315.26.  The  corresponding  item,  1904,  $291.63.  The  corre- 
sponding item,  1905,  $268.  That  is  a  difference  in  each  case 
of  precisely  $23.66,  according  to  the  calculation  that  I  have  here. 
A.  There  is  one  thing  that  occurs  to  me  that  may  tend  to  explain 
to  some  extent,  and  that  is  that  Professor  Stewart,  who  started 
in  a  number  of  years  ago  to  prepare  this  series,  has  for  several 
years  past  been  very  much  out  of  health.  He  has  been  able  to 
attend  to  next  to  nothing,  and  that  his  work  has  been  attended 
to  by  his  assistant  or  clerk,  and  that  it  is  barely  possible — I  was 
not  aware  of  this  situation,  but  it  is  pretty  obvious  that  the  assist- 
ant has  been  proceeding  on  very  simple  mathematical  principles. 

Q.  I  find,  taking  twenty-year  distribution  and  twenty-payment 
life  policies,  age  40,  on  the  same  page  of  these  different  volumes,  a 
difference  each  year  of  precisely  $32.91.  I  suppose  what  you 
have  said  about  the  others  applies  to  that  equally.  Now,  it  is 
proper  that  you  should  explain,  Mr.  McClintock,  your  personal 
position  in  this  matter-,  and  I  should  be  very  glad  to  give  you 
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an  opportunity  to  do  so  fully.  I  understand  that  you  are  not 
in  any  way  responsible  for  these  figures  that  are  given  out  to 
the  Mutual  Life  agents.  That  is  correct,  is  it  not?  A.  The  ex- 
planation which  I  made  this  morning,  and  which  I  repeat,  is 
that  I  personally  took  the  stand  for  a  great  many  years  in  the 
Northwestern  that  I  was  not  willing  to  eflgfage  in  the  prepara- 
tion of  any  estimates  or  illustrations  and  that  that  personal  feel- 
ing of  mine  was  well  known  to  the  officers  of  the  Mutual  Life 
when  I  came  to  the  Mutual  Life  and  was  respected  by  them  by 
their  requesting  someone  else  to  do  that  work. 

Q.  They  do  not  refer  the  figures  to  the  actuarial  department 
even  for  verification?    A.  No. 

Q.  The  management  of  the  Mutual  Life  runs  these  figures  and 
illustrations  and  estimates  out  on  its  own  responsibility  without 
any  supervision  or  control  of  the  actuarial  department  ?  A.  With- 
out any  connection  with  the  actuarial  department  except  this, 
that  whenever  that  department  of  instruction,  so-called,  has  called 
upon  the  actuarial  department  for  actual  dividends  on  which  to 
base  these  figures  they  have  been  freely  supplied. 

Q.  Certainly,  you  give  them  the  actual  figures  of  the  actual 
results  so  far  as  you  have  them,  but  the,  use  which  is  made  of 
those  figures  by  their  department  under  the  management  of  the 
company,  the  actuary  has  no  charge  of?  A.  And  I  also  stated 
in  regard  to  that,  the  gentleman  who  has  chargfe  of  that  is  an  old 
and  experienced  actuary.  Professor  Stewart  has  been  an  old 
and  experienced  actuary,  and  in  1891  when  he  began  these  series 
and  for  many  years  after  that,  he  was  in  excellent  condition  and 
able  to  attend  to  his  business  no  doubt  thoroughly. 

Q.  Is  the  one  who  is  now  in  charge  of  that  work  an  old  and 
experienced  actuary,  I  mean  during  Professor  Stewart's  sick- 
ness? A.  He  worked  under  Professor  Stewart  a  good  many 
years,  and  before  that  was  for  many  years  in  the  actuarial  de- 
partment. 
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Q.  Well,  do  you  attribute  this  manner  of  making  estimates  to 
any  incompetency  of  the  department?  A.  I  think  you  will  find 
from  what  I  have  been  told  that  the  figures  contained  in  these 
various  books  for  the  ten  and  fifteen  years  have  been  carefully 
estimated  in  accordance  with  the  actual  dividends.  As  for  the 
twenty-year  dividends,  it  may  be  that  the  gentleman  in  charge 
was  not  familiar  with  the  precise  method  Professor  Stewart 
adopted  for  making  the  allowance  for  the  various  profits,  apart 
from  the  mere  interest  on  the  dividends,  and  that  without  that 
knowledge  he  found  it  convenient  to  adopt  that  simple  method 
you  have  described.  That  is  all  I  can  guess  with  regard  to  that. 
He  is  a  perfectly  competent  man  in  his  way,  there  is  no  question 
about  that. 

Q.  Do  you  do  a  larger  business  in  twenty-payment  life,  twenty- 
year  distribution,  than  you  do  in  fifteen-payment  life  and  fifteen- 
year  distribution?    A.  Yes. 

Q.  Do  you  pay  a  larger  commission  for  writing  a  twenty- 
payment  life  and  a  twenty-year  distribution  than  for  writing  a  fif- 
teen-year payment  life  and  fifteen-year  distribution?  A.  I  think 
so. 

Q.  A  very  large  part  of  the  business  of  the  company  is  busi- 
ness done  on  the  twenty-payment  life  twenty-year  distribution 
basis?    A.  Yes. 

Q.  Now,  of  course  it  would  appear  that  more  actuarial  skill 
and  more  care  would  be  required  in  making  up  a  proper  set  of 
illustrations  for  agency  use  in  that  large  department  of  the  busi- 
ness where  you  did  not  have  actual  results  than  where  you  did 
have  actual  figures  to  go  by.  That  would  be  true,  would  it  not? 
A.  I  should  suppose  that  if  Professor  Stewart  had  personally 
attended  to  that,  that  there  would  have  been  greater  skill  dis- 
played unquestionably. 

Q.  I  want  to  be  perfectly  sure  about  this.  Of  course,  I  am 
not  an  actuary  and  I  don't  know  anything  about  it,  and  these 
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books  have  been  put  in  my  hands,  and  if  you  will  look  at  them 
and  look  at  page  8  in  each  book,  the  heading,  and  look,  say,  at 
page  35  and  the  column  cash  and  the  amount,  I  should  be  very 
glad  to  have  you  do  so,  and  if  I  have  fallen  into  the  slightest 
error  in  the  matter,  have  it  corrected  so  that  no  erroneous  im- 
pression will  go  out.  (Handing  book  to  witness.)  Who  is  the 
one,  according  to  your  understanding,  who  is  responsible  for  these 
figures  ?    A.  I  think  they  were  made  by  Mr.  Warren. 

Q.  What  are  his  initials?    A.  I  don't  remember. 

Q.  And  what  is  the  title  of  his  office  ?  A.  Professor  Stewart's 
title  is  instructor  of  agents.  I  do  not  think  Mr.  Warren  has  any 
title. 

Q.  He  is  an  assistant?    A.  I  believe  so. 

Q.  Are  there  any  other  books  given  to  agents  besides  these  con- 
taining adapted  illustrations  of  results  for  their  use  in  obtaining 
insurance?    A.  I  do  not  know  of  any. 

Q.  Do  you  know  of  any  others?  A.  No.  I  did  not  even 
know  those  excepting  that  I  have  occasionally  handled  one. 

THE  CHAIRMAN :  You  will  be  excused  for  the  afternoon 
now,  Mr.  McClintock.  If  the  Committee  feels  it  would  be  ex- 
pedient to  hold  any  further  sessions  this  week  or  next  week.  It 
has  pressed  this  inquiry  beyond  the  endurance  of  some  of  the 
members  of  the  Committee  who  are  candidates  for  re-election  as 
members  of  the  Legislature,  and  it  desires  very  frankly  to  state 
it  is  going  to  take  an  adjournment  until  after  election.  The  Com- 
mittee accordingly  stands  adjourned  until  Wednesday  morning, 
November  8,  1905,  at  10.30  o'clock. 
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ALDERMANIC      CHAMBER, 
City  Hall,  New  York  City. 

November  8,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EMORY  McCLINTOCK,  resumed. 

The  Chairman:  Beginning  with  to-day,  the  afternoon  session 
will  begin  at  2.30,  making  the  sessions  of  the  Committee  from 
10.30  in  the  morning  until  one  o'clock,  and  from  2.30  until  five 
in  the  afternoon. 

BY  MR.  HUGHES: 

Q.  I  have  asked  you,  Mr.  McClintpck,  to  furnish  a  statement 
of  the  realized  earnings  and  dividends  yearly  for  the  years  1900 
to  1904  inclusive:  Is  this  the  statement  called  for?  (showing 
statement  to  the  witness).     A.  Yes. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Statement  marked  Exhibit  No.  303  and  read  by  Mr. 
Hughes). 

Q.  In  the  first,  column  headed  realized  earnings,  you  have 
placed  the  total  amount  of  gain  for  the  respective  years  without 
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including  any  part  of  the  increase  of  market  value  of  the  securi- 
ties?    A.  Yes,  sir. 

Q.  Or  without  deducting  any  loss  by  a  decrease  in  the  market 
value  of  securities ?     A.  Yes,  sir. 

Q.  Will  you  explain  how  you  arrived  at  the  amount  set  apart 
for  total  dividends?  A.  It  consists  of  adding  the  estimated 
amount  of  the  annual  dividends  to  the  estimated  amount  of  the 
dividends  on  what  you  call  deferred  dividend  policies. 

Q.  Take  the  year  1900  for  example,  having  realized  earnings 
of  $6,412,717,  irrespective  of  any  gain  in  the  market  value  of 
securities,  why  did  you  distribute  or  reserve  for  dividends  only 
$2,260,863  ?  A.  Because  of  the  fact  that  a  very  large  proportion 
of  the  business  was  not  entitled  to  a  dividend  in  that  year,  con- 
sisting of  those  policies  on  which  dividends  are  postponed  until 
a  later  period. 

Q.  I  am  afraid  you  have  not  understood  my  question.  The 
total  dividends  for  1900  are  stated  to  be  $2,260,863,  of  which 
annual  dividends  were  $807,426.  The  balance  was  $1,453,457. 
What  was  that  balance  for?  A.  Balance  consisted  of  the' 
dividends  on  the  policies  which  were  entitled  to  receive  a  dividend 
in  that  particular  year,  and  were  not  of  the  annual  dividend 
class. 

Q.  I  see.  Then  the  difference  between  the  total  dividends 
are  $2,260,863  and  the  realized  earnings  are  $6,412,717  was 
reserved  to  meet  the  dividends  upon  policies  not  entitled  to 
dividends  that  year?     A.  That  is  correct. 

Q.  Was  all  of  that  difference  reserved  for  that  purpose?"  A. 
Substantially,  yes.  The  calculation  was  not  an  exact  calculation 
because  there  are,  as  I  explained  the  other  day,  fluctuations  in  the 
business  from  year  to  year;  but  substantially  you  are  correct, 
allowing  for  the  difference  in  fluctuations. 

MR.  COX:  I  do  not  still  understand  what  he  means  to  say. 
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I  -understood  that  the  annual  dividends  were  some  eight  hundred 
and  odd  thousand;  then  two  millions  were  reserved  for  deferred 
dividend  policies,  leaving  a  difference  of  some  two  millions,  as  I 
followed  the  figures. 

MR.  HUGHES:  To  save  time  I  may  state  what  I  understand 
the  witness' answer  to  be.  It  is  this:  That  $2,260,863  we s  the 
entire  amount  distributed  in  1900  for  dividends  both  on  annual 
dividend  policies  and  upon  policies  entitled  to  distribution  in 
that  year,  which  up  to  that  time  had  been  deferred  divider.d 
policies.  The  residue,  that  is  to  say,  the  difference  between  the 
total  of  $2,260,863  ^^'i  the  realized  earnings  for  the  year,  $6,41.' , 
717,  were  reserved  substantially,  the  witness  says,  to  meet  the 
deferred  dividends  on  policies  not  yet  entitled  to  distribution. 

BY  MR.  COX: 

Q.  So  that  the  two  million  and  some  odd  represents  the 
actual  distribution  of  that  year?     A.  Yes,  sir. 

BY  MR.  HUGHES: 

Q.  Paid  out,  that  is  right,  Mr.  McClintock?  A.  Yes.  It  is 
to ,  be  said  further  that  the  figures  here  represent  the  actual 
figures  arrived  at  by  the  books  of  the  Company  at  the  end  of 
this  particular  3'-ear  and  do  not  represent  the  estimates  made  by 
me  in  the  November  preceding  the  beginning  of  that  year. 

Q.  In  other  words,  the  realized  earnings  are  the  actual  gain 
and  the  total -dividends  are  actual  payments?  A.  Actual  divi- 
dends. 

Q.  Actual  dividends  paid  or  credited?  A.  Yes.  The  actual 
gains  were  not  known  at  the  time  I  calculated  the  dividends  and 
the  precise  amount  paid  out  during  the  following  year  could  not 
be  known,  either  because  on  certain  policies  it  depended  on 
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whether  they  lived  to  their  anniversary  in  the  coming  year  and 
kept  their  payments  in  force  up  to  that  time,  whether  they  got 
their  dividend;  so  that  it  is  never  possible  beforehand  to  estimate 
the  amount  paid  out;  it  can  only  be  an  approximation. 

Q.  I  understand  that;  you  made  that  very  clear  when  you 
were  examined  last.  Now,  I  would  like  to  have  you  state  a  little 
more  definitely,  how,  having  got  the  figures  $6,412,717  as  the 
realized  earnings,  you  reached  the  $2,260,863  as  the  amotint  to 
be  properly  paid  out  in  dividends?  A.  The  object  of  this  divis- 
ion of  the  surplus  each  year  is  to  secure  first  the  payment  of  an 
annual  dividend  as  near  as  possible  under  the  circumstances. to 
the  corresponding  dividends  of  the  year  before,  while  at  the  same 
time  laying  by  suificient  to  carry  forward  the  accumulation  for 
the  policies  not  yet  entitled  to  a  dividend  on  a  similar  basis,  so 
that  the  sum  total  of  all  the  accumulations  on  that  class  of  poli^ 
cies  up  to  date  shall  be  as- nearly  as  possible  represented  by  the 
actual  reserve  held  by  the  company,  adding  to  those  accumula- 
tions of  course  a  margin  for  contingencies. 

Q.  Pardon  me,  Mr.  McClintock,  if  you  will  have  my  question 
again:  "You  paid  out  in  the  year  1900  $2,260,863.  How  did  you 
get  that  figure?  Why  wasn't  it  $2,260,951  for  example?  A.  I 
can  only  repeat  what  I  said  before  that  the  object  is  to  give  to 
the  policyholders  a  dividend  as  near  as  possible  to  those  that 
were  given  from  similar  policies  the  year  before,  while  at  the 
same  time  laying  by  sufficient  reserve. 

BY  MR.  COX: 

Q.  Why  wouldn't  it  be  your  policy  to  give  more  to  the  policy- 
holders if  the  company's  earnings,  for  instance,  warranted  it? 
A.  When  I  say  as  near  as  possible  I  mean  as  near  as  possible 
on  all  policies  having  regard  to  the  circumstances  of  the  company. 
If  there  is  an  obvious  progressive  increase  in  the  surplus  com- 
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pared  with  the  amount  of  business  on  which  the  surplus  should 
be  divided,  then  of  course,  as  you  say,  it  would  be  more.  If  on 
the  other  hand  there  is  a  tendency  the  other  way,  naturally  the 
object  would  be  to  divide  somewhat  less,  and  when  I  say  as  neat 
as  possible  I  mean  as  near  as  possible  having  in  view  my  duty 
in  that  respect. 

BY  MR.  HUGHES: 

Q.  Now,  Mr.  McClintock,  I  do  not  want  to  go  over  what  we 
have  already  clearly  brought  out  as  to  your  general  method,  but 
if  I  ask  when  you  determine  that  $2,260,863  should  be  paid  out 
or  credited  as  dividends  in  the  year  1900  on  policies  then  entitled 
to  dividends,  you  fixed,  a  certain  total  amount  which  should  be 
reserved  for  dividends  both  deferred,  and  then  to  be  credited, 
I  would  like  to  know  that,  and  exactly  how  you  fix«d  it?  A.  I 
did  not  fix  it  every  year.  I  examined  into  the  situation  either 
every  year  or  every  two  or  three  years  as  the  case  may  be.  I 
have  done  so  regularly  for  the  last  two  years;  but  when  I  say  I 
examined  into  the  situation,  I  make  a  calculation  of  the  assumed 
annual  dividends  on  the  deferred  policies  for  all  past  time  with 
their  accumulations  on  the  hypothetical  basis  in  order  to  make 
sure  that  it  is  fairly  covered  by  the  amount  which  the  company 
has  in  hand,  and  if  I  find  that  it  is  leaving  too  small  a  margin 
for  contingencies,  then  I  think  it  is  time  for  me  to  make  a  reduc- 
tion in  our  dividends,  the  annual  dividends  and  others,  because 
the  annual  dividends  are  the  basis  of  the  calculations  for  the 
others. 

Q.  Now,  what  margin  did  you  for  the  year  1900  reserve  for 
contingencies  over  and  above  the  amount  you  determined  should 
be  reserved  to  meet  the  first  dividend  policies  ?  A.  I  don't  know 
whether  I  made  a  calculation  in  that  particular  year  of  that 
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nature  or  not.  I  only  know  that  the  actual  facts  came  out  all 
right. 

Q.  Can  you  state  any  mathematical  reason  why  the  total  divi- 
dends for. the  year  1900  were  not  three  million  dollars?  A.  Of 
course. 

Q.  What  is  it?  A.  It  would  create  a  moral  liability  on  the 
company  to  pay  dividends  on  the  deferred  dividend  policies  in 
the  future,  which  would  be  too  much. 

Q.  But  so  far  as  the  realized  earnings  are  concerned,  and  the 
amount  to  which  upon  a  calculation  the  policies  would  be  en- 
titled to  dividends,  can  you  state  that  $2,260,863  "^^^  ^^^  V^^' 
cise  amount  to  which  they  were  entitled?  A-  I  consider  that 
that  is  as  close  to  the  precise  amount  to  which  they  were  entitled 
as  any  man  alive  could  get  it. 

Q.  I  notice  that  in  the  year  1901  the  realized  earnings  were 
$5,216,171,  and  the  total  dividends  were  $2,358,028.  Why  was 
it  that  you  had  a  larger  amount  paid  out  in  the  year  1901  for 
dividends  when  you  realized  earnings  were  $1,200,000  less?  A. 
I  can  only  answer  that  as  I  have  answered  such  questions  before, 
that  I  have  to  allow  for  fluctuation.  You  will  see  that  .that  is 
an  obvious  fluctuation  downward.  The  following  year  there  was 
a  fluctuation  upward. 

Q.  How  did  you  allow  for  a  fluctuation  downward  by  increas- 
ing the  amount  of  dividends?  A.  The  amount  of  the  annual 
dividends  ? 

Q.  No,  the  amount  of  the  total  dividends  is  increased.  A. 
The  total  dividends  we  were  compelled  to  pay  out  because  of 
the  previous  accumulation.  The  annual  dividends  is  what  every- 
thing is  based  upon. 

Q.  You  say  the  total  dividends  you  were  compelled  to  pay  out 
because  of  the  previous  accumulation?  A.  I  beg  pardon,  the 
balance,  so-called,  consists  of  the  previous  accumulation  and  has 
to  be  paid  out. 
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Q.  But  you  have  already  stated  that  that  balance  distributed 
on  deferred  dividends  then  entitled  to  distribution,  is  calculated 
on  the  basis  of  annual  dividends?  A.  On  the  previous  annual 
dividends. 

Q.  On  the  previous  annual  dividends  that  the  use  of  a  certain 
profit  factor.  That  is  the  fact,  is  it  not?  A.  It  is  the  fact  and- 
that  is-  practically  unalterable,  with  very  slight  variations  by 
reason  of  the  final  circumstances  of  the  previous  year.  For  in- 
stance, on  the  series  of  fourteen  years,  the  circumstances  of  the 
fifteenth  year  do  not  make  much  difference  in  the  proportion  of 
the  final  dividend. 

Q.  I  find  in  the  year  1903,  the  realized  earnings  were  $5,563,- 
861,  of  which  for  annual  dividends  there  were  paid  $735,047. 
While  in  the  year  1904,  the  realized  earnings  were  over  a  million 
dollars  larger,  to  wit,  $6,624,677 ,  while  the  amount  paid  for  annual 
dividends  was  nearly  two  hundred  thousand  dollars  less,  to  wit, 
$538,504.  Why  was  that?  A.  There  was  a  considerable  reduc- 
tion in  the  annual  dividends  of  the  year  1904  as  compared  with  the 
year  1903. 

Q.  That  is  the  fact,  but  why  should  you  have  had  these  results 
when  your  realized  earnings  for  1904  were  over  a  million  dollars 
more  than  those  for  1903  ?  A.  The  calculation  of  the  dividends  in 
1903  were  made  in  November,  1902.  The  calculation  for  the 
dividends  in  1904  was  made  in  November,  1903.  And  you  may 
recollect  considerable  discussion  of  that  question  the  other  day  in 
regard  to  the  reduction  in  the  rate  of  interest  between  the  divi- 
dends paid  in  1903,  and  the  dividends  paid  in  1904.  That  com- 
pelled a  considerable  reduction  in  the  total  annual  dividends  paid 
in  1904.  The  reason  why  that  reduction  was  thought  necessar}' 
was  explained  to  you  last  week  as  far  as  I  was  able. 

Q.  Yes,  but  I  do  not  understand  why  it  is  that  with  a  gain  of 
over  a  million  dollars  on  your  realized  earnings,  your  annual  div- 
idends should  be  two  hundred  thousand  dollars  less  than  they 
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were  the  year  before,  unless  it  is  due  to  the  fact  that  you  made 
your  estimate  of  annual  dividends  at  a  time  when  you  could  not 
foresee  exactly  the  results  of  the  year,  A.  I  fancy  that  you  have 
been  taking  each  year  the  year  in  advance,  and  I  have  not  noticed 
that  you  have  done  so,  not  having  examined  my  paper. 
-  Q.  Let  us  get  the  question  before  you  give  the  answer.  I  am 
taking  what  appears  here  opposite  the  year  1904.  It  says  the 
total  realized  earnings  were  $6,624,677  ;  it  says  the  total  dividends 
were$2, 714, 549. of  which  annual  dividends  are$S38, 504.  and  Iwas 
comparing  that  with  what  appeared  in  the  line  preceding,  opposite 
1903,  where  the  gains  were  about  one  million  dollars  less  and  the 
annual  dividends  were  nearly  two  hundred  thousand  dollars 
more?  A.  So  far  as  the  realized  earnings  can  be  considered  at  all 
in  connection  with  the  dividends  paid  in  1904,  it  must  necessarily 
be  the  realized  earnings  of  the  year  1903. 

Q.  I  see.  A.  And  even  those  cannot  be  known  approximately 
in  November,  1903.  They  can  only  be  known  accurately  in  the 
early  part  of  1904. 

Q.  Then  we  could  compare  the  annual  dividend  paid  in  1904 
with  the  gains  stated  for  1903?  A.  Well,  in  a  general  way,  but 
by  no  means  closely. 

Q.  Why  not  closely?  A.  For  the  reason  which  I  have  re- 
peated a  great  many  times,  on  account  of  fluctuations  to  which 
we  have  to  pay  no  account. 

Q.  I  find  for  example,  that  the  realized  earnings  for  1901  were 
$5,216,171,  and  then  if  we  take  the  amount  paid  for  annual 
dividends  in  1902,  which,  as  I  understand  you  would  be  out  of  the 
earnings  of  1901,  we  have  $748,412.  A.  You  will  please  excuse 
me 

Q.  Pardon  me.  If  you  take  the  earnings  for  1903  we  have 
$5,563,861,  and  the  amount  paid  in  1904  for  annual  dividends  is 
$538,504,  so  it  would  seem  that  we  cannot  compare  the  annual 
dividends  with  the  realized  earnings  of  the  year  before  and  see  a 
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correspondence.     A.  You  certainly  cannot,   I   have  never  pre- 
tended that  you  could. 

Q.  Very  good.  What  are  we  to  compare  them  with  to  see 
whether  they  correspond  to  the  earnings?  A.  You  are  to  com- 
pare with  them  this.  First,  whether  they  progress  with  a  reason- 
able closeness  to  the  year  before,  so  as  not  to  produce  violent 
jerks  in  the  figures  up  or  down,  and  secondly,  with  the  tbtal 
liability  of  the  company,  the  moral  liability  which  it  ought  to 
hold  for  the  deferred  dividend.  And  my  object  has  been  all  along 
to  accomplish  both  results  and  those  results  are  two  results  which 
have  got  to  be  accomplished  and  nobody  can  attend  to  this  busi- 
ness without  paying  equal  attention  to  both  questions,  namely, 
an  annual  dividend  and  an  accumulation  for  the  future.  I  claim 
that  I  have  accomplished  that  absolutely,  and  clearly,  and  in  a 
way  that  nobody  can  find  any  fault  with. 

Q.  But  you  do  not  claim  you  have  taken  the  earnings  of  a  year 
and  apportioned  them  exactly  in  dividends  for  that  time?  A. 
Allow  me  to  explain  that,  because  that  was  the  subject  we  dis- 
cussed considerably  at  the  last  meeting.  The  contribution  plan 
of  dividends  is  one  which  I  did  not  invent.  It  is  one  which  is 
practiced  in  every  company,  so  far  as  I  know  in  this  country,  more 
or  less  modified,  but  always  substantially  in  accordance  with  the 
main  principle.  The  contribution  plan  of  dividends  has  been 
used  in  the  Mutual  Life  ever  since  1863.  It  was  used  in  the  North- 
western before  I  went  there.  I  have  simply  followed  out  the 
rules  of  the  contribution  plan  of  dividends  in  all  my  work.  Those 
rules  forbid  paying  close  attention  to  the  results  of  calendar  years. 
Every  actuary  in  the  country  that  you  raay  choose  to  examine 
will  corroborate  all  that  I  told  you  the  other  day  and  all  that  I  tell 
you  to-day  in  regard  to  that.  It  is  flatly  impossible  to  pay  atten- 
tion to  calendar  years  excepting  in  a  general  way  to  see  how  the 
business  is  running,  to  make  your  results  compare  together. 
,Q.  But  you  do  not  pay  attention  to  calendar  years,  for  the 

2461 


Testimony  of  Emory  McClintock 

reason  you  stated  the  other  day.     What  do  you  do  ?     A.     Simply 

to  the  mean  results  of  the  business 

Q.  For  the  calendar  year?  A.  For  the  business  as  shown  by 
the  calendar  years,  yes.  But  I  have  not  yet  explained.  The 
contribution  plan  is  one  which,  on  the  face  of  it,  pays  no  atten- 
tion whatever  to  calendar  years.  It  is  this,  that  a  policy  which 
is  issued  in  July  gets  in  July  a  dividend  for  the  previous  year^ 
namely,  from  July  of  the  previous  calendar  year  to  July  of  the 
present  calendar  year.  The  dividend  is  supposed  to  consist  of 
the  following  results:  The  contribution  plan  contemplates  the 
counting  first  the  reserve  held  in  July  a  year  ago,  supposing  it 
is  a  July  policy ;  secondly  add  to  that  the  annual  premium  paid 
by  the  policyholder,  the  total  premium  paid  by  the  policyholder  in 
July  a  year  ago,  subtracting  from  that  a  charge  for  insurance  and  a 
charge  for  expense,  improving  the  remainder  at  a  rate  of  interest 
to  be  fixed  according  to  the  fair  earnings  of  the  Company  during 
the  period;  and  deducting  at  the  end  of  the  year,  namely  in 
July  of  this  year,  the  reserve  which  had  to  be  held-at  this  period, 
which  is  not  the  reserve  held  on  the  ist  of  January,  but  is  a 
separate  calculation.  And  after  making  that  deduction,  the 
balance  is  the  contribution  to  the.  surplus.  Now,  that  is  an 
ordinarj^  businesslike  bookkeeping  way  of  doing  the  business  on 
the  face  of  it.  It  does  give  the  policy  credit  for  the  previous 
reserve,  for  the  actual  premium  less  the  charge  for  insurance  and 
expenses  plus  interest  at  the  rate  earned  by  the  Company.  The 
whole  thing  is  assumed  to  be  transacted  between  July  of  last  year 
and  July  of  this  year.  Now  a  similar  calculation,  according  to 
the  custom  of  the  business,  which  is  a  necessary  custom,  has  to  be 
made  so  as  to  give  an  exactly  similar  dividend  on  a  polic}^  of  the 
same  kind  dated  in  January,  and  also  on  a  policy  of  the  same 
kind  dated  in  the  following  December,  so  that  whether  it  is  dated 
in  January,  July  or  December,  the  same  kind  of  policy  must  get 
the  same  dividend.     That  is  the  necessary  custom  of  the  business, 
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and  the  necessary  way  in  which  the  thing  has  to  be  done.  Now 
again,  the  break  whenever  a  break  is  made  annually,  it  has  to  be 
made  according  to  the  anniversary  of  the  policies  in  a  given  cal- 
endar year.  That  is,  all  policies  having  an  anniversary  in  this 
calendar  year  may  get  a  slightly  different  dividend  or  a  largely 
different  dividend,  as  the  case  may  be,  from  similar  policies  hav- 
ing their  next  anniversaries  in  the  next  ensuing  year.  The  result 
is  that  there  is  a  necessary  break  in  this  system — I  am  not  now 
discussing  where  the  base  figures  come  from,  but  I  am  discussing 
merely  the  system — there  is  a  necessary  break  in  the  system  be- 
tween December  and  January.  A  policy  dated  in  January,  1900, 
must  have  a  different  dividend  if  there  is  any  difference  in  the 
factors  from  a  similar  policy  dated  a  month  earlier,  but  inas- 
much, as  the  contribution  system  is  intended  to  equalize  things 
as  much  as  possible,  and  does  actually  equalize  them  between  a 
policy  dated  in  January  and  in  the  following  December,  it  is,  a 
fortiori,  necessary  to  preserve  as  close  an  approximation  as 
possible  between  a  dividend  on  a  policy  dated  in  December  and  a 
dividend  on  a  policy  dated  a  month  later  than  the  first  policy, 
so  it  is  necessary  first  to  secure  a  close  approximation  between  the 
scale  of  one  year,  and  the  scale  of  the  next  year  as  possible  in  order 
to  carry  out  the  principle  of  this  system,  which  is  to  make  an  as- 
sumed calculation  for  the  exact  pohcy  year  at  the  end  of  which 
the  dividend  is  given;  secondly,  inasmuch  as  this  system  re- 
lates only  to  policy  years,  it  is  also  impracticable  and  not  at- 
tempted to  be  adhered  to  closely  in  practice,  to  follow  the  exact 
figures  of  any  particular  calendar  year;  the  only  object  being  to 
make  the  final  results,  fair  and  just  between  different  classes  of 
policies. 

Q.  I  want  to  get  at  exactly  what  you  do,  reserving  for  full 
consideration  whatever  may  be  said  in  regard  to  the  method 
employed.  Now  in  the  first  place,  it  appears  here  that  the  actual 
reaHzed  earnings  for  1904,  $6,624,677,  but  those  are  taken  from 
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the  books  of  the  Company.  You  made  your  estimates  for  div- 
idends for  the  year  1904,  or  rather  the  dividends  which  are  to  be 
paid  on  the  earnings  of  the  year,  before  those  results  were  ob- 
tainable?    A.  Yes. 

O.  What  did  you  estimate  to  be  the  amount  of  gains  ?  A.  The 
estimated  amount  of  gains  in  the  year  1903  were  all  that  I  had  in 
mind  in  November,  1903,  when  I  made  the  estimate  of  dividends 
for  1904. 

Q.  Well,  the  gains  for  the  year  1903  were  $5,563,861,  and  you 
in  November,  1903,  were  making  an  estimate  for  1904.  What- 
did  you  take  as  the  amount  of  gain  from  which  you  were  to  pay 
dividends  in  1904?  A.  I  did  not  calculate  what  you  call  the 
amount  of  gains  from  which  I  was  to  pay  dividends  for  1904. 

Q.  Well,  did  not  you  have  some  idea  of  an  amount  which 
would  represent  the  total  gain  for  the  year  1904  out  of  which  the 
dividends  would  have  to  be  paid  ?  A.  I  had  merely  before  me  the 
fact  that  the  business  runs  with  tolerable  uniformity  from  year  to 
year,  and  I  proceeded,  as  I  have  explained  several  times  before,  by 
taking  the  dividends  of  the  previous  year  and  modifying  them  in 
accordance  with  what  appeared  to  be  the  way  business  was 
running. 

Q.  Then  you  did  not  take  any  assumed  amount  as  the  gain 
for  1904.     A.  I  did  not. 

Q.  Andnot  taking  such  an  assumed  amount,  you  did  not  divide 
it,  of  course,  between  deferred  dividends  or  annual  dividends? 
A.  I  did  not. 

Q.  Or  other  policies  entitled  to  distribution?     A.  No. 

Q.  But  you  had  an  idea  that  the  dividend  factors  of  the  pre- 
vious year,  if  modified  in  a  certain  way,  would  produce  a  just 
result?     A.  That  is  the  idea  exactly. 

Q.  I  have  asked  you  to  furnish  me  with  a  statement  which 
would  show  the  manner  in  which  annual  dividends  have  been 
calculated  from  1900  to  1904,  inclusive,  the  calculation  in  each 
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year  being,  as  I  understand  it,  for  the  payment  of  dividends  in  the 
year  following.  You  have  furnished  me  a  paper,  which  for  the 
reasons  you  have  suggested  to  me  I  will  not  put  in  evidence  at  this 
time,  in  order  that  there  may  be  no  data  furnished  for  comparison 
until  other  data  from  other  companies  are  obtained.  I  will  use 
it  simply  as  a  basis  for  examination. 

(Paper  marked  Exhibit  304  for  identification.) 

Q.  This  paper  marked  Exhibit  304  for  identification  on  the 
left  hand  side  under  the  total  interest  and  loading  factors  indi- 
cates the  factors  which  enter  into  the  calculation  of  annual  divi- 
dends?    A.  They  do.  . 

Q.  And  on  the  right  hand  side  indicate  the  proper  factors  which 
are  used  after  having  ascertained  the  accumulated  annual  divi- 
dends with  interest,  in  determining  the  amount  to  be  distributed 
upon  deferred  dividend  policies  to  those  entitled  to  distribution 
in  a  given  year?     A.  They  are. 

p  Q.  To  sum  up  briefly  what  you  said  the  other  day,  I  under- 
stand that  in  your  company  the  amounts  that  are  gained  from 
surrenders  and  lapses  are  applied  to  expenses,  and  the  gains 
from  mortality  are  applied  to  expenses,  and  that  the  annual 
dividends  come  from  two  sources,  the  gain  in  interest  and  the 
residue  of  the  loading  of  the  premiums  after  taking  out  what  is 
necessary  to  pay  the  balance  of  the  expenses  of  the  company? 
A.  That  is  correct. 

Q.  You  stated  the  other  day  that  the  interest  factors  for  1904 
and  1905  were  4.1  per  cent.,  being  a  reduction  from  the  interest 
factors  of  4.3  per  cent,  for  the  year  1903.  In  those  years  the 
interest  factor  of  4.1  per  cent,  in  1904  and  1905  and  4.3  per  cent, 
for  1903,  were  applied  to  both  paid  up  policies  and  other  policies, 
were  they  not?     A.  They  were. 

Q.  In  the  case  of  the  paid  up  policy,  that  being  the  only  source 
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of  the  annual  dividends,  whereas  in  the  case  of  the  other  poHcies 
on  which  premiums  were  still  being  paid,  there  was  a  percentage 
of  this  excess  loading?     A.  Yes. 

Q.  Which  was  distributed  in  dividends?     A.  That  is  right. 

Q.  But  I  find  that  for  the  years  1902  and  1901  the  interest 
factor  used  for  paid  up  policies  was  less  than  the  interest  factor 
used  on  other  policies  in  computing  annual  dividends.  Why  was 
that?  A.  During  a  number  of  years,  prior  to  my  coming  to  the 
Mutual  Life  I  observed  in  looking  over  the  books  that  there  had 
been  a  difference  made  between  the  factors  for  paid  up  policies, 
and  the  factor  of  interest  for  running  policies.  I  asked  the  reason 
and  was  told  that  it  was  because  other  policies  contributed  from 
the  premiums  towards  the  expenses  of  the  company,  while  the 
paid  up  policies  were  credited  with  a  smaller  rate  of  interest  in 
order  to  secure  from  them  some  contribution  to  the  general  ex- 
penses. In  other  words,  what  you  see  there  is  a  relic  of  an  old 
theory  that  it  would  be  desirable  to  make  a  smaller  credit  to  the 
paid  up  policy  in  order  to  secure  from  them  some  contribution 
toward  the  general  expenses. 

Q.  Was  that  an  accurate  theory?  A.  It  was  merely  an  effort 
to  secure  a  small  contribution  from  those  policies  which  would 
be  less  than  the  actual  expense  incurred  by  the  company  upon 
those  policies. 

Q.  I  understand  the  purpose  of  it,  but  according  to  \o\xt 
judgment  it  was  not  a  proper  theory  and  you  abandoned,  or 
abandoned  the  practice  based  upon  it  as  I  understand?  A.  I 
don't  know  that  I  should  have  abandoned  it  if  the  rate  of  inter- 
est had  kept  up,  but  as  the  rate  of  interest  decreased  it  seemed 
to  me  that  the  paid  up  policies  were  not  in  a  position  to  contrib- 
ute much  out  of  the  very  small  item  of  interest  coming  to  them, 
to  the  company's  expenses. 

Q.  If  it  was  a  proper  thing  to  have  one  rate  of  interest  for 
paid  up  policies  and  another  rate  of  interest  for  policies  not  paid 
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up,  you  would  not  abandon  that  course  merely  because  the  rate 
of  interest  to  the  company  declined?  A.  That  is  correct,  assum- 
ing that  there  was  anything  substantial  from  which  to  make  this 
little  charge.  But  when  you  speak  of  a  proper  thing,  of  course 
the  proper  thing  would  have  been  to  make  some  estimate  of  a 
charge  proportionate  to  the  expense  incurred  by  the  company 
in  carrying  those  poHcies.  As  a  matter  of  fact,  the  difference 
■was  never  sufficient  to  cover  those  expenses.  It  was  merely  an 
attempt  to  get  something,  and  when  there  seemed  to  be  very 
little  left  out  of  which  to  get  it,  I  abandoned  the  attempt.  I 
leave  the  logic  to  you. 

Q.  The  paid  up  policies  had  paid  in  the  premiums  the  esti- 
mated amount  of  the  contribution  to  the  expenses  of  the  com- 
pany and  they  had  paid  that  amount  in  certain  installments 
which  were  complete  with  the  payment  period.  Is  not  that  so? 
A.  That  is  true  as  regards  the  calculation  of  the  premium,  but 
it  is  not  true  under  the  contribution  plan  of  assessing  dividends. 
The  contribution  plan  for  the  settlement  of  dividends  according 
to  the  original  publication,  and  it  has  never  been  changed  in  any 
■company  since  so  far  as  I  know,  because  the  contribution  formula 
is  a  fixed  formula,  was  to  take  the  entire  premium  paid  by  the  man, 
as  I  say  at  the  beginning  of  the  policy  year,  give  credit  for  the 
reserve  if  there  was  one  at  the  same  time,  take  out  the  charge 
for  insurance  and  expenses  for  that  year,  whatever  was  charged, 
add  interest,  take  out  the  reserve  at  the  end  of  the  year,  and  the 
remainder  is  the  dividend.  That  compels  the  company  under 
that  system  to  pay  the  whole  of  that  loading  back  in  that  divi- 
dend after  making  a  charge  for  that  year's  expenses,  and  not  for 
future  expenses. 

Q.  But  whatever  the  contribution  system  is,  or  requires,  the 
fact  is  that  the  man  who  has  a  paid-up  policy,  has,  in  the  payment 
of  his  premiums  contributed  his  due  share  to  the  expenses  of  the 
Company,  is  not  that  the  fact?     A.     But,  it  is  also  the  fact  that 
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the  contribution  plan,  by  returning  him  the  entire  loading, 
less  an  assessment  for  that  year,  has  returned  to  him  some  of  the 
money,  which,  according  to  your  theory  he  had  contributed 
toward  future  expenses. 

Q.  But  as  I  understand  it,  you  have  in  addition  to  this  interest 
factor  a  loading  factor,  by  which  all  the  policies  entitled  to  annual 
dividends  which  are  not  paid-up  policies  get  back  a  certain 
amount  of  the  loading  upon  a  calculation  of  the  excess  of  the 
loading,  over  and  above  the  amount  required  for  expenses,  and 
you  have  made  it  clear  that  the  one  source  of  profit  to  the  paid-up 
policies,  according  to  your  system,  was  the  surplus  interest. 
Now,  so  far  as  the  interest  factors  are  concerned,  is  it  right  or 
not  right  that  the  paid-up  policies  should  have  the  same  interest 
factor  as  the  policies  that  are  not  paid  up  ?  A.  Under  the  system 
of  the  contribution  plan  it  is  right  that  they  should  have  such 
interest  allowance  at  is  proper  to  be  made  to  them.  It  was  also 
a  system  in  force  before  I  went  to  the  Mutual  Life  to  charge 
against  these  policies  a  difference  in  the  rate  of  interest,  as  I 
explained  before,  so  as  to  get  out  of  them  some  slight  contribution 
to  current  expenses.  That  would  not  be  right  if  they  had  made 
previously  all  their  proper  contributions  to  current  expenses,  but 
that  last  hypothesis  is  not  correct  according  to  the  contribution 
system. 

Q.  How  is  it  that  what  was  right  in  1902  became  wrong  for 
1903?  A.  I  have  already  said  that  I  could  not  find  much  to  take 
it  out  of,  and  what  I  did  take  out  before  was  not  very  much, 
not  as  much  as  it  should  have  been,  and  that  coming  down  to  the 
place  where  even  that  could  hardly  be  taken  out  without  pro- 
ducing next  to  no,  or  practically  no  dividend,  at  all  on  these 
policies,  I  stopped  the  practice,  and  as  I  said  before,  I  leave  the 
logic  of  it  to  you.     I  cannot  explain  any  further. 

Q.  Well,  the  point  is  that  when  your  interest  factor  dropped 
to  four  and  one-tenth  per  cent.,  which  left  only  one-tenth  per 
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cent,  over  the  four  per  cent,  calculated  for  the  reserve,  if  you 
made  a  difference  and  gave  less  to  the  paid-up  policies,  they 
would  practically  have  had  no  dividend  at  all  ?  A.  That  is  prac- 
tically correct.  But,  on  the  other  hand,  I  wish  to  say  further 
that  there  are  many  companies  to-day  which  make  a  very  con- 
siderably larger  interest  factor  on  paid-up  policies  than  the 
interest  which  the  companies  are  actually  earning,  less  their  ex- 
penses. My  object  has  been  to  approximate  as  closely  to  actual 
facts  as  possible.  That  very  case  you  brought  up  to  me  the  other 
day  on  a  company  in  Philadelphia  where  the  dividends  were  very 
high  on  a  paid-up  policy,  you  yourself  noticed  that  they  ranged 
along  with  approximately  the  same  system,,  and  apparently  the 
the  same  rate  of  interest  for  a  number  of  years,  when  all  of  a 
sudden  they  dropped  very  suddenly,  and  gradually  increased 
again  and  dropped  very  suddenly.  If  you  apply  all  your  ques- 
tions to  that  company  they  would  have  been  worse  guessers  than 
any  other  actuary  you  could  find;  and  yet  those  gentlemen,  I 
claim,  are  not  guessers  at  all ;  there  is  no  guessing  about  it.  The 
dividends  are  calculated,  hundreds  of  thousands  of  them  with 
the  most  accurate  adherence  to  mathematical  principles,  based 
merely  on  those  factors,  and  the  factors  themselves  are  changed 
as  little  as  possible. 

Q.  Of  course,  if  you  get  your  factor  the  rest  is  a  mere  matter 
of  computation.     A.  That  is  right. 

Q.  It  is  the  matter  of  getting  the  factor  I  was  inquiring  about. 
A.  The  factor  is  always  the  good  judgment  of  the  actuary  without 
the  results  of  one  calendar  year. 

Q.  We  will  have  to  take  the  companies  one  at  a  time;  we 
cannot  deal  with  them  all  together,  and  we  will  endeavor  to  get 
the  facts.  A.  I  do  not  wish  to  have  the  course  of  all  the  actuaries 
of  all  the  companies,  the  system  by  which  they  do  business — I 
do  not  wish  to  have  that  fathered  upon  me  as  a  case  of  guessing, 
and  estimating,  when  I  am  merely  carrying  out  the  principles  of 
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the  business  which  I  found  when  I  came  into  it,  and  which  every 
other  company  and  every  other  actuary  in  the  country  is  now 
practising. 

Q.  Now,  then,  taking  up  the  other  factor  that  enters  into  the 
calculation  of  annual  dividends,  which  you  call  the  loading 
factor ;  that  loading  factor  I  understand  is  the  percentage  of  the 
loading  upon  the  premium  which  is  to  be  treated  as  an  amount 
to  be  paid  or  credited  by  way  of  dividends?  A.  Correct — to- 
gether with  the  items  of  interest. 

Q.  Yes,  but  speaking  now  simply  of  that  portion  of  the  divi- 
dends which  comes  from  the  use  of  the  loading  factor,  in  other 
words,  to  be  as  clear  as  possible,  having  appropriated  the  gains 
from  surrenders  and  lapses,  and  gain  for  mortality  to  the  payment 
of  the  expenses,  having  discharged  the  residue  of  the  expenses 
out  of  the  loading  and  the  premiums,  the  excess  of  the  loading 
that  remains  is  the.i  distributed  by  way  of  dividends  according 
to  the  loading  factor,  which  loading  factor  is  the  percentage  of 
that  excess  loading  to  which  it  is  deemed  the  policy  of  a  given 
year  is  entitled.     A.  Yes. 

Q.  Now,  how  do  you  get  at  the  loading  factor?  A.  Let  me 
have  the  sheet  for  the  previous  year.  (Counsel  hands  witness 
paper). 

THE  WITNESS  (Continuing):  The  factors  for  1905  were  the 
same  for  all  years,  from  igoi,  and  for  all  previous  years  of  issues 
as  they  were  in  1904.  The  factor  for  a  policy  issued  in  1904  in 
the  dividend  of  1905,  being  the  first  dividend  is  the  same  factor 
as  was  given  the  previous  year  on  a  policy  issued  in  1 903 ,  being 
the  first  dividend,  namely,  27  per  cent. 

Q.  Without  explaining  how  you  get  that  from  the  previous 
year,  I  wanted  to  go  a  little  back  of  that.  You  have  an  excess 
of  loading,  or  of  total  loadings,  for  a  given  calendar  year  to  be 
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distributed  in  dividends,  that  excess  being  either  actual  or  esti- 
mated. Now,  did  you  take  the  actual  excess  or  an  estimated 
excess?  A.  Neither;  I  had  no  relation  to  calendar  years  what- 
ever. 

Q.  Then,  in  determining  what  dividends  should  be  paid  in 
1905  out  of  the  excess  of  the  loading  over  expenses,  after  having 
reduced  the  expenses  by  the  application  of  other  gains,  as  has 
been  stated  in  the  year  1904,  you  could  not  take  the  actual  ex- 
penses when  you  made  the  calculation  in  November,  because 
you  didn't  have  them,  and  I  understood  that  you  did  not  make 
any  estimate  of  expenses,  or  of  excess  loading?  A.  That  is  cor- 
rect. 

Q.  The  excess  loading  which  theoretically  is  to  be  distributed 
in  dividends  by  an  application  of  these  loading  factors  is  the 
excess  loading  paid  in  the  calendar  year,  isn't  it?     A.  No. 

Q.  What  is  it?  A.  It  is  the  assumed  excess  loading  which  is 
paid  in  the  policy  years,  the  policy  years  begin  in  January,  some 
of  them,  and  others  begin  in  December,  and  others  begin  in  all 
the  months  between. 

Q.  You  have  got  the  factor  for  the  year  1905  from  the  year 
1904?     A.  From  the  factors  used  in  1904.  1 

Q.  That  is  what  I  mean,  yes.  When  is  the  last  time  when 
the  factors  have  been  actually  calculated — I  mean  not  by  modi- 
fying the  factors  of  a  prior  year  as  a  matter  of  judgment,  but. 
by  an  actual  calculation  of  what  percentage  of  the  loadings  upon 
the  premiums  should  be  returned?  A.  I  do  not  think  there  has 
ever  been  any  calculation  whatever,  except  the  application  of 
good  judgment  connected  with  the  previous  dividends  and  under 
general  instructions  of  the  Board  of  Trustees  that  the  propor- 
tion of  loading  returned  shall  be  larger  for  policies  according  to 
the  dates  of  issue,  the  policies  issued  earlier  shall  have  a  larger 
proportion. 

Q.'  A  larger  proportion  of  what?     A.  A  larger  proportion  of 


2471 


J'estimony  of  Emory  McClintock 

their  loadings  shall  be  given  to  the  policies  issued  earlier ;  in  other 
words,  that  the  gradation  of  percentage  shall  be  larger  and  larger 
on  the  policies  issued  in  earlier  calendar  years. 

Q.  Was  that  the  instruction  of  the  Board  as  a  whole?  A. 
That  was  passed  by  the  Insurance  Committee  and  ratified  by  the 
Board. 

Q.  Was  the  action  of  the  Insurance  Committee  based  upon 
your  recommendation?  A.  Based  upon  my  recommendation 
and  the  President's — supplemented  by  the  President's. 

Q.  In  other  words  it  emanated  from  the  actuary  of  the  de- 
partment?    A,  It  came  from  me. 

Q.  Then  you  have  never  in  your  experience  with  the  company, 
taken  a  certain  amount  of  money,  as  the  amount  of  the  excess 
loading  for  a  given  year  and  then  ascertained  what  percentages 
of  that  amount  were  applicable  to  the  different  policies,  accord- 
ing to  the  sums  they  had  contributed  to  that  excess  ?  A.  There 
is  no  rule  known  in  the  business,  and  no  rule  can  be  suggested 
by  any  one  out  of  the  business. 

BY  THE  CHAIRMAN: 

Q.  That  is  hardly  responsive,  I  think,  to  the  question.  The 
question  was  whether  you  had  ever  done  a  certain  thing — had 
you  or  had  you  not?  A.  The  latter  part  of  the  question  may 
have  misled  me  as  to  the  beginning. 

MR.  HUGHES:  Read  that  question  to  the  witness;  I  think 
you  can  answer  that  categorically. 

Q.  (Read  as  follows):  Then  you  never  in  your  experience  with 
the  company  have  taken  a  certain  amount  of  money  as  the 
amount  of  the  excess  loading  for  a  given  year,  and  then  ascer- 
tained what  percentages  of  that  amount  would  be  applicable  to 
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different  policies  according  to  the  sums  they  had  contributed  to 
that  excess?  A.  That  involves  the  question  of  the  sums  which 
the  policyholders  contribute  to  the  excess;  and  it  is  impossible 
to  answer  the  question  without  speaking  on  that  subject. 

BY  MR.  HUGHES: 

Q.  Let  me  divide  the  question.  Have  you  ever  made  a  calcu- 
lation of  the  amount  of  dividends  to  which  policies  were  entitled 
by  taking  in  the  first  instance  an  amount  which  you  had  ascer- 
tained to  be,  or  assumed  to  be,  the  excess  loading  for  a  given 
year?     A.  Yes. 

Q.  When  did  you  do  that?     A.  Every  year. 

Q.  What  amount  did  you  take  last  year?  A.  I  have  no  record 
of  it: 

Q.  Have  you  any  records  of  any  amounts  which  you  have 
taken  in  the  last  five  years?     A.   I  have  no  record  of  it. 

Q.  Having  ascertained  or  taken  a  certain  amount  as  represent- 
ing the  excess  loading,  do  you  then  endeavor  by  some  system  to 
diyide  that  amount  among  the  different  policies  according  to 
their  respective  shares  ?     A.  Yes,  in  this  way 

Q.  Well,  before  we  go  on — ^then  I  understand  if  you  ascertain 
the  excess  loading  to  be  for  example  $2,500,000,  or  assume  it  to 
be  $2,500,000,  you  had  a  plan  by  which  you  divide  that  $2,500,- 
000  among  the  different  policyholders  ?     A.  Yes. 

Q.  Now  will  you  please  state  just  what  that  plan  was?  A. 
The  plan  was  to  assume  the  factors  of  the  previous  year  and  see 
what  the  total  would  be  as  applied  to  the  current  business  and 
and  the  business  on  which  the  annual  dividends  had  to  be  cal- 
culated, and  if  it  should  exceed  or  fall  below  what  appeared  to 
be  a  fair  amount  to  divide,  then  the  factors  would  be  modified 
so  as  to  increase  the  total  or  diminish  it  as  thus  estimated. 

Q.  When  you  say  the  fair  amount  to  be  divided,  do  you  mean 
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now  the  same  amount  you  had  ascertained  or  assumed  to  be  the 
excess  loading?    A.  N — I  beg  pardon — ^yes,  yes — I  beg  pardon. 

Q.  You  do  mean  that?  A.  I  mean  the  fair  amount  to  be 
divided  on  the  loadings,  not  the  total  amount  to  be  divided,  but 
the  amount  to  be  divided  on  the  loadings. 

Q.  When  you  say  by  taking  the  former  factors  you  endeavor 
to  ascertain  whether  the  amount  resulting  would  be  a  fair  amount 
to  be  divided  and  I  want  to  know  whether  you  mean  by  that 
whether  the  amount  resulting  was  in  the  aggregate  the  same  as 
the  total  excess  which  you  had  ascertained  or  assumed  to  be 
available  for  distribution?  A.  After  I  had  modified  the  figures 
it  would  agree  with  the  excess  which  I  thought  should  be  divided 
on  the  loadings. 

Q.  So  that  your  modified  factors  operated  to  distribute  the 
amount  which  should  be  ascertained  or  assumed  to  be  excess  for 
distribution  over  and  above  the  amount  derived  from  the  interest 
— I  mean  apart  now  from  the  use  of  the  interest  factor. 

THE  CHAIRMAN:  Was  there  any  actual  ascertainment  or 
assumption  ? 

MR.  HUGHES :  The  witness  has  stated  that  there  was  a  certain 
amount  each  year  of  which  he  has  kept  no  record,  that  is  right, 
is  it  not? 

THE  WITNESS:  That  is  right. 

Q.  How  nearly  does  the  amount  which  you  assumed  to-be  the 
excess  loading  for  the  year  1 904  correspond  to  the  actual  amount 
as  ascertained  from  the  business  of  the  Company  for  the  year, 
that  actually  existed  as  excess  loading?  A.  I  have  never  com- 
pared. 

Q.  Well,  of  course,  you  have  them  in  your  mind  sufficiently 
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clearly  to  enable  you  to  state  about  how  they  corresponded  ?  A. 
I  have  never  compared  them;  I  say,  I  have  never  thought  of 
comparing  them. 

Q.  Can  you  give  me  approximately  the  amount  which  last  year 
in  November,  1904,  you  assumed  to  be  the  amount  of  the  excess 
loading  and  available  for  distribution?     A.  I  cannot. 

Q.  I  don't  mean  the  exact  amount?  A.  I  cannot  approximate 
it;  I  have  no  idea. 

Q.  And  that  is  true  of  the  years  before?     A.  Practically. 

Q.  I  understood  you,  Mr.  McClintock,  to  say  you  had  no 
records.  I  will  ask  the  question:  Have  you  any  record  of  the 
amount  you  took  for  that  purpose?  A.  My  calculations  are 
made  in  pencil  on  a  slip  of  paper,  and  after  I  have  checked  them 
up  and  found  them  to  be  as  I  considered  correct,  I  have  taken 
the  total  result,  made  a  recommendation,  and  thrown  the  paper 
away. 

BY  MR.  COX: 

Q.  Is  this  something  you  do  personally?  A.  Something  I  do 
personally;  it  is  simply  forming  the  factors. 

Q.  And  which  you  do  not  call  upon  others  to  assist  you — ^that 
is,  this  particular  work?     A.  I  do  not  call  anyone  to  assist  me. 

BY  MR.  HUGHES: 

Q.  Of  course,  it  would  be  a  simple  matter,  I  suppose,  to  recon- 
struct that  amount  by  taking  the  factors  in  your  table  here  and 
ascertaining  the  amount,  the  aggregate  would  be,  of  the  excess 
so  distributed?  A.  I  could  form  an  estimate  if  I  were  acquainted 
with  the  amount  on  which  the  interest  item  was  charged — I 
could  estimate  the  amount  of  the  interest  item  and  then  sub- 
tracting that  from  the  total,  the  remainder  would  be  the  item. 
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Q.  Taking  the  loading  factor  and  the  loading  on  the  premium, 
you  can  by  that  ascertain  the  excess  loading  which  was  distrib- 
uted by  means  of  the  loading  factor?  A.  The  loading  factor  runs 
over  premiums  dated  in  a  great  many  different  years,  and  the 
amount  of  the  loadings  in  those  different  years  is — on  the  policies 
which  actually  receive  dividends  in  1904 — ^is  not  available — 
there  is  no  record  kept  of  the  separate  premiums  on  such  policies. 

Q.  How  do  you  get  at  then  the  amount  to  which  you  are  to 
apply  your  loading  factor?  A.  I  have  before  me  every  month 
of  November  a  statement  of  the  amount  of  business  in  force  on 
different  plans  issued  in  different  years  as  of  the  ist  of  November, 
and  I  have  that  as  a  guide  for  estimating — not  accurately  calcu- 
lating, but  estimating  the  amount  which  you  refer  to. 

Q.  How  far  back  is  it  that  you  have  not  the  exact  loadings 
upon  the  premiums  of  policies?  A.  I  don't  understand  the 
question. 

Q.  Do  I  understand  that  in  certain  earlier  years  you  have  not 
a  record  of  the  exact  loadings?     A.  In  no  years  that  I  know  of. 

Q.  In  no  year?  A.  Excepting  the  gross  loadings  as  calculated 
by  the  gain  and  loss  exhibit,  of  the  gross  premiums  received. 

Q.  You  know,  for  example,  on  the  policies  issued  in  1903, 
what  the  policyholders  paid  through  loadings  upon  their  pre- 
miums— you  know  what  the  loadings  were?  A.  I  don't  know 
how  I  should  know. 

Q.  Don't  you  determine  what  they  shall  be?  A,  What  what 
shall  be? 

Q.  What  the  loadings  upon  the  premiums  shall  be?  A.  In 
the  first  place  one  has  to  know  the  premiums.  I  told  you  there 
is  no  separate  account  kept  of  the  premiums  paid  in  the  year 
1904,  of  policies  issued  in  particular  years.  I  made  a  careful 
estimate,  however,  at  your  request,  or  at  Mr.  McKeen's  request, 
some  time  ago  of  the  loading  on  policies  one  year  in  force,  which 
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was  different  from  the  policies  issued  in  the  calendar  year  1903. 
That  you  probably  have  in  mind,  and  that  is  a  different 
matter. 

Q.  I  have  this  in  mind.  You  have  furnished  me  with  a  state- 
ment of  the  calculation  of  annual  dividends,  what  I  understand 
to  be  a  typical  case,  which  reads  as  follows:  Annual  dividends  of 
1905  above  quoted,  14.58  per  thousand,  is  calculated  on  the  basis 
of  $10,000,  that  is,  the  loading  factor  is  52.9  per  cent.,  and  this 
applied  to  the  loading  on  $10,000,  $82.58  provides  $43.68.  You 
know  that  the  loading  on  $10,000  was  $82.58?  A.  I  know  how 
much  it  is  on  each  thousand  dollars  perfectly  well.  I  was  think- 
ing now  of  the  total  amount  of  premiums  paid  in  a  given  year. 

Q.  You  know  how  much  it  is  on  each  thousand  dollars  in  each 
year?  A.  On  each  policy,  yes.  I  can  find  it  out  by  going  to 
the  books. 

Q.  Then  you  can  find  out  what  the  loading  is  upon  the  premi- 
ums in  a  given  year?     A.  Of  any  given  policy? 

Q.  Of  any  given  amount  ?     A.  Of  any  given  policy. 

Q.  Of  any  given  policy?     A.  Yes. 

Q.  And  knowing  that  loading,  and  having  the  loading  factors 
that  you  use,  you  can  ascertain  the  aggregate  amount  which  was 
distributed  as  excess  loading?  A.  If  I  knew  the  amount  of  pre- 
miums on  policies  issued  in  a  particular  year — which  I  under- 
stand is  your  question — for  instance  policies  issued  in  the  year 
1899  I  have  no  means  excepting  a  certain  rough  estimate  which 
.might  be  made — I  have  no  means  of  knowing  exactly  what  the 
loadings  would  be  on  those  policies  and  particularly  as  there  is 
no  means  of  knowing  how  many  of  them  paid  their  premiums 
and  received  dividends  in  the  year  1904  unless  by  going  item  by 
item,  policy  by  policy,  to  the  books  and  finding  out  whether  that 
particular  policy  paid  a  premium  and  adding  it  up. 

Q.  You  have  here  a  loading  factor  of  32.5  applicable  to  poli- 
cies issued  in  1899.     How  do  you  get  the  amount  to  which  that 
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factor  were  applied?  A.  You  refer  to  my  estimate  in  making 
up  the  dividend? 

Q.  No,  I  ask  you  where  you  got  the  amount  to  which  you 
applied  that  loading  factor  of  32.5  per  cent,  applicable  to  poli- 
cies issued  in  1899?  A.  You  mean  to  which  it  was  actually  ap- 
plied in  the  dividend  of  1905 — is  that  the  dividend  of  1905  ?  The 
amounts  are  not  separately  calculated;  there  is  no  such  amount 
made  on  the  books  of  the  company.  Each  particular  policy  had 
that  particular  calculation  applied  to  it  as  a  separate  policy,  but 
as  to  how  many  policies  paid  their  premiums  and  got  that  par- 
ticular application  at  that  particular  age  is  another  question. 
Of  course  every  policy  at  that  particular  age  gets  that  particular 
amount  applied  to  it,  but  it  is  applied  as  an  individual  policy. 

Q.  In  otherwords  if  lamaholderofapolicyissuedin  1899, you 
have  this  factor  of  32.5  per  cent. — ^you  have  on  your  books  a 
figure  representing  the  loading  on  my  policy  to  which  you  apply 
my  policy?  A.  No,  sir.  We  have  on  our  books  the  amount  of 
your  policy  and  have  a  sheet  which  contains  the  amount  of  the 
dividend  on  a  policy  like  this,  $1,000  issued  in  1899.  The  figures 
on  that  sheet  are  calculated  in  accordance  with  those  factors 
which  you  have  in  your  hand.  The  figures  on  that  sheet 
which  relate  to  a  thousa;nd  dollar  policy  like  yours  are  applied 
to  your  policy  and  all  similar  policies  on  the  books  of  the 
company. 

Q.  You  mean  now  this  loading  factor?  A.  No;  I  mean  what 
we  call  the  contribution  sheets  which  includes  the  sum  of  the 
loading  element  and  the  interest  element,  namely  the  dividend — 
the  total  dividend  on  a  thousand  dollar  policy — on  that  particu- 
lar policy,  is  entered  on  those  sheets,  the  working  sheets;  those 
working  sheets  are  taken  by  the  clerks  to  this  list  of  policies  and 
opposite  each  policy  they  refer  to  working  sheet  and  see  what  the 
dividend  is  per  thousand,  and  multiply  it  by  the  amount  of  the 
policy  and  enter  it  on  the  books. 
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Q.  Is  that  amount  on  these  contribution  sheets  the  total  of 
the  amount  applicable  including  the  interest  and  the  loading? 
A.  The  actual  dividend  is  entered  on  the  contribution  sheet,  that 
is  the  sum  of  the  interest  factor  and  the  loading  factor. 

Q.  Where  is  the  sheet  or  do  you  have  a  sheet  which  contains 
the  amounts  to  which  the  loading  factor  is  itself  applicable?  A. 
We  have  a  table  of  the  loadings  which  shows  how  much  the  load- 
ing is  on  certain  policies  of  a  thousand  dollars. 

Q.  To  get  back  to  what  I  said  a  moment  ago,  if  I  have  a  policy 
issued  in  1899  you  know  what  premium  I  pay  and  you  know 
what  the  loading  on  that  is  ?  A.  On  your  particular  policy  there 
is  no  factor  made  of  the  loading  on  your  policy.  We  have  simply 
tables  which  show  what  the  premium  is  on  a  policy  of  $1,000  of 
a  particular  plan  issued  at  a  particular  age. 

Q.  That  would  be  the  equivalent  of  the  loading  on  my  policy? 
And  those  tables  show  the  equivalent  of  the  loading  on  your 
policy  on  the  basis  of  $1,000. 

Q.  And  having  that  table  which  gives  the  equivalent  of  the 
loading  upon  my  policy  you  apply  to  it  these  loading  factors? 
A.  That  is  right,  just  as  I  did  in  that  case. 

Q.  And  the  amount  that  is  the  loading  on  that  particular 
policy  is  a  constant  amount?     A.  Always  the  same. 

Q.  So  long  as  the  loading  factor  remains  the  same,  the  policy- 
holder will  get  in  his  annual  dividend,  so  far  as  the  loading  is 
cgncerned,  the  same  amount  of  dividend?  A.  That  is  correct, 
yes. 

Q.  Now,  I  notice  that  in  making  the  calculations  for  1905  you 
leave  all  the  factors,  the  loading  factors,  the  same  for  policies 
of  given  years  with  the  exception  of  the  first  three  years,  or 
rather  the  second  and  third  year,  which  were  the  first  years  of 
the  calculation  for  1904?     A.  That  is  correct. 

Q.  Why  did  you  make  a  modification  in  your  loading  factors 
for  policies  of  1902  and  1903, leaving  the  loading  factors  for  all 
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the  other  policies  the  same?  A.  The  first  year  policy  in  1904 
had  a  percentage  of  27  per  cent.  A  policy  issued  in  1903  getting 
its  first  dividend  at  a  percentage  of  27  per  cent.,  a  policy  issued 
in  1904  receiving  a  dividend  in  1905  was  put  down  also  at  27 
per  cent.,  being  its  first  dividend.  Now,  inasmuch  as  the  policy 
issued  in  1903  was  now  two  years  old,  received  the  previous  year 
27  per  cent.,  it  appears  to  be  in  accordance  with  the  general  sys- 
tem to  increase  it;  and  you  will  see  that  those  two  years  you 
speak  of  were  increased  so  as  to  make  as  fair  and  mathematical 
a  gradation  as  possible  between  that  policy  issued  in  1904  and 
the  policy  issued  in  1901. 

Q.  What  I  say  is  this,  that  under  your  calculation  for  dividend 
in  1905  the  loading  factor  for  policies  issued  in  1902  is  28  3-10  per 
cent.  The  loading  factor  for  dividends  in  1904  upon  policies 
issued  in  that  year  28  i-io  per  cent.,  showing  an  increase.  I  find 
that  the  loading  factor  for  dividend  of  1905  of  policy  issued  in 
1903  is  27  6-10  per  cent,  and  that  the  loading  factor  for  1904  for 
policies  issued  the  same  year  is  27  per  cent.,  showing  an  increase. 
Now,  the  interest  factor  remaining  the  same,  the  loading  factor 
on  all  the  other  policies,  going  back  to  i860  remain  the  same,  so 
that  there  was  an  increase  simply  in  the  dividends  of  policies 
issued  in  1902  and  1903?     A.  Correct. 

Q.  Now,  why  should  they  have  an  increase  of  dividends  and 
nobody  else  have  them  ?  A.  Merely  in  order  to  produce  a  mathe- 
matical gradation  between  the  new  policies  issued  in  1904  which 
"...  • 

received  no   dividend  until  the  previous  year — as  I  explained 

before, — so  as  to  make  a  gradation  between  the  27.  per  cent,  on 
the  first  dividend  and  the  subsequent  dividend  where  the  figures 
were  taken  over  without  change. 

Q.  Why  didn't  you  make  a  mathematical  gradation  which 
would  apply  uniformly  to  all  policies?  A.  Because  it  did  not 
appear  to  me  that  there  was  surplus  sufficient  to  warrant  it. 

Q.  As  a  matter  of  fact  the  policyholders  having  policies  issued 
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in  1902  and  1903  had  their  loading  factors  increased  and  the 
others  remained  the  same.     Now,  was  that  right? 

THE  CHAIRMAN:  By  mathematical  you  mean  symmetrical? 

A.  I  will  substitute  symmetrical  for  mathematical,  of  course. 
The  new  policy  issued  in  1903,  its  first  dividend  was  27  per  cent, 
of  the  loading.  A  new  policy  issued  in  1 904  had  its  first  dividend 
27  per  cent,  on  the  loading. 

Q.  I  do  not  want  to  internet  you,  Mr.  McClintock,  but  I  am 
not  comparing  the  dividends  received  the  first  year;  I  am  com- 
paring policies  of  the  same  year  and  the  loading  factors  of  the 
two  years,  and  calling  your  attention  to  the  fact  that  there  is  an 
increase  in  the  case  of  policies  of  1902  and  1903  and  not  in  any 
other  case.  Now,  you  say  you  have  done  that  in  order  to  have 
a  gradation?  A.  If  you  will  allow  me  to  put  it  the  other  way 
around  a  policy  two  years  old  in  the  dividend  of  1904  had  a  per- 
centage 28  I -10  per  cent.  A  policy  two  years  old  in  the  dividend 
of  1905  had  a  percentage  of  27  6-10  per  cent.,  which  is  a  reduction, 
and  in  other  words  the  percentage  is  an  increase  as  regards  poli- 
cies issued  in  the  same  calendar  year,  but  it  is  a  reduction  as 
regards  policies  of  the  same  duration. 

Q.  That  is  not  responsive  to  my  question.  The  loadings  upon 
a  policy  issued  in  a  given  year  remain  constant  as  long  as  pre- 
miums are  paid,  do  they  not?     A.  Certainly. 

Q.  Applying  the  same  factor  to  the  same  loading  you  have  the 
same  result,  of  course?     A.  Certainly. 

Q.  In  making  up  your  estimate  of  dividends  for  1905  you  kept 
the  factors  the  same  for  policies  of  the  respective  years  back  to 
1859,  except  two,  and  in  those  two  cases  you  made  the  factors 
different.  I  want  to  know  how  you  can  justify  giving  a  different 
factor  in  the  case  of  policies  of  two  years,  the  same  factors  as  to 
policies  of  all  the  other  years?  A.  The  justification  is  that  there 
was  a  reduction  in  the  percentage  for  all  poHcies  of  equal  duration 
in  the  two  years.     There  was  a  somewhat  smaller  reduction  in  the 
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case  of  these  policies  you  speak  of  the  second  year  and  the  third 
year  than  there  was  in  later  years,  but  nevertheless  there  was  a 
reduction  all  the  way  through.  Your  question  practically  comes 
around  to  this — ^why  didn't  I  give  a  percentage  less  than  27  per 
cent,  on  the  first  premium  of  the  policy  issued  in  1904. 

Q.  No,  that  is  not  my  question  now.  In  the  first  place,  if  you 
desire  to  look  at  it  from  the  standpoint  of  the  duration  of  the 
policies,  from  which  standpoint  you  find  a  reduction,  it  is  uniform 
because  the  factors  remain  the  same  as  to  all  the  policies  save 
the  policies  of  two  years.  What  I  am  asking  you  about  is  not 
whether  it  is  an  increase  or  decrease,  but  why  it  is  different  for 
those  two  years  than  it  is  for  all  the  other  years?  A.  I  have  no 
other  answer  to  make  except  that  I  thought  it  not  desirable  to 
change  the  factor  for  the  first  dividend,  and  in  order  to  keep  that 
at  27  per  cent,  and  produce  a  symmetrical  gradation  it  was  neces- 
sary to  make  these  changes  to  which  you  refer. 

Q.  You  wanted  to  keep  the  factor  27  per  cent,  on  the  policies 
for  the  first  year,  and  you  did  not  want  to  change  the  other  factors 
except  when  it  was  necessary,  and  so  the  policies  of  a  couple  of 
years  were  varied  until  you  could  get  back  to  the  same  figures 
you  had  in  your  prior  table ?     A.  Correct. 

Q.  Now,  following  your  calculation  of  an  annual  dividend, 
after  you  have  taken  the  loading  factor  and  applied  it  to  the 
loading  upon  the  policy  of  a  given  year  for  a  given  amount,  you 
then  take  the  interest  factor  in  the  case  of  the  last  two  years, 
i-io  of  one  per  cent,  upon  the  reserve,  and  add  that  result  to 
the  result  from  the  application  of  the  loading  factor  to  get  the 
total  annual  dividend?     A.  Correct. 

Q.  So  that  it  is  all  a  matter  of  simple  mathematical  calcula- 
tion after  you  get  your  interest  factor  and  your  loading  factor? 
A.  Yes. 

Q.  There  is  not  anything  to  add  to  what  you  have  said  on  the 
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derivation  of  this  respective  factor?     A.  I  think  I  have  told  you 
all  I  know  on  the  subject. 

Q.  We  come  next  to  the  method  of  calculating  deferred  divi- 
dends. You  have  already  explained  that  when  you  come  to  a 
year  of  distribution  you  first  take  the  annual  dividends  which 
have  been  actually  declared  in  prior  years  to  policies  of  the  same 
issue  and  you  take  the  interest  upon  those  annual  dividends 
yearly-  and  compound  it  at  the  interest  rates  which  have  been 
used  by  the  company  as  interest  factors  in  the  respective  years 
until  you  get  a  sum  which  represents  the  hypothetical  amount 
which  this  policyholder  would  have  been  entitled  to  as  an  ac- 
cumulation of  annual  dividends  with  interest?     A.  Yes,  sir. 

Q.  Now,  up  to  that  point  the  calculation  is  simply  referred 
back  to  the  method  of  calculating  annual  dividends,  but  you 
advance  a  step  beyond  that,  and  apply  to  the  sum  of  the  hypo- 
thetical annual  dividends  with  interest,  what  you  call  a  profit 
factor  which  represents  the  percentage  of  profit  to  which  the 
deferred  dividend  policy  is  entitled  by  reason  of  the  risks  of  loss 
of  surplus  which  the  holders  of  that  policy  have  undergone — is 
that  right?     A.  That  is  right. 

Q.  Now,  you  have  furnished  in  this  Exhibit  304  a  table  of 
profit  factors  which  have  been  used  at  the  end  of  various  distri- 
bution periods.  What  I  would  like  to  ascertain  is  how  you  de- 
rived these  profit  factors?  A.  I  have  here  the  formulas.  I 
think  I  can  explain  it.  Taking  the  15  year  period  beginning  in 
1890  and  ending  1905,  that  table  of  factors  contains  a  long  col- 
umn arranged  according  to  age  at  issue.  Now,  age  factor  in 
that  column  of  15  year  period  issued  in  1890  for  a  given  age  at 
issue  is  calculated  according  to  this  formula.  Suppose  the  age 
at  issue  is  40 ;  then  the  table  rate  of  mortality  at  age  50  is  multi- 
plied by  seven,  and  if  it  is  any  other  age  we  add  ten  to  the  age 
of  issue,  and  the  table  rate  of  mortality  at  that  increased  age  is 
multiplied  by  seven  and  that  figure  added  to  19  per  cent,  gives 
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the  percentage  exhibited  in  the  columns.  In  other  words  it  con- 
sists of  two  elements,  19  per  cent,  the  profit,  miscellaneous  profit 
from  lapses  as  you  might  say  and  the  mortality  profit  which  is 
represented  by  a  more  complicated  factor  based  on  the  age;  the 
two  together  make  the  factor  given  there  at  the  given  age.  The 
same  method  of  calculation  is  used  for  all  other  ages. 

Q.  Now,  in  distributing  annual  dividends  and  in  giving  to  the 
holder  of  a  policy  with  deferred  apportionment,  an  amount  which 
would  have  been  equal  to  his  annual  dividends  had  he  been  en- 
titled to  receive  them,  with  interest,  you  have  distributed  the 
surplus  interest  earned  and  the  excess  loading  after  applying  the 
gains  from  mortality  and  the  gains  from  surrender  and  lapses  to 
the  payment  of  expenses.  This  profit  factor  represents  some 
additional  share  of  gain  over  and  above  all  that  is  represented 
by  annual  dividends.  What  is  that  additional  source  of  gain? 
A.  I  can  illustrate  that  best  by  saying  what  was  done  this  last 
winter  on  this  particular  class  of  policy  you  have  spoken  of. 
namely  the  15  year  policies  issued  in  1890. 

Q.  In  the  first  place  can  you  state  it  abstractly  without  giving 
a  concrete  example  ?  A.  It  consists  of  an  allowance  for  the  risks 
which  the  policyholder  has  run  of  losing  his  annual  dividend  by 
1  apse  or  by  death .  Now  suppose  that  if  you  took  class  method  of 
apportionment  the  amount  of  surplus  which  would  have  gone  to 
surviving  members  of  the  class,  but  which  has  been  lost  to  them 
by  reason  of  the  lapse  or  surrender  of  their  policies  or  their  death 
before  the  time  allowed  for  distribution  would  be  available  after 
deducting  losses  for  distribution?     A.  Yes. 

Q.  But  you  do  not  take  the  class  method,  do  you?  A.  Not 
strictly,  but  we  take  it  and  average  it  as  we  do  with  other  things, 
that  is  to  say  we  do  not  give  to  each  class  the  identical  figures 
which  result  from  that  class,  but  we  endeavor  to  make  the  per- 
centages such  as  to  compensate  the  holders  of  the  policies  for 
the  risks  that  they  have  run,  taking  as  our  guide  the  average 
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results  so  far  as  we  have  them  of  the  actual  class  results — actual 
class  figures. 

Q.  Take  this  for  example :  The  matter  of  the  gains  from  lapses 
which  you  apply  to  the  payment  of  expenses  and  gains  from  sur- 
render which  you  apply  in  the  same  way,  do  you  apply  your 
total  gains  upon  all  your  policies  whether  deferred  distribution 
policies  or  not  to  expenses?  A.  All  except  the  savings  on  these 
particular  annual  dividends  which  the  deferred  dividend  people 
do  not  get.  The  gains  on  reserves  are  applied  the  same  towards 
all  expenses  as  the  gains  on  the  reserves  on  annual  dividend  poli- 
cies. In  other  words  whatever  is  gained  b}^  the  lapses  of  one 
of  these  deferred  dividend  policies  by  reason  of  giving  a  paid- 
up  policy  which  has  a  smaller  reserve  than  the  original  policy, 
or  if  the  policy  lapses  before  three  years  when  it  gets  no  paid-up 
policies — in  either  case  there  is  a  gain  from  reserve  and  a  gain 
from  lapses  from  the  business  generally.  Now  that  is  put  into 
the  general  fund,  so  to  speak  in  theory,  just  the  same  as  the  sim- 
lar  gains  on  annual  dividend  policies. 

Q.  That  is  what  I  want  to  get  at.     In  other  words,  the  total 

amount  which  you  gain  by  surrender  or  lapses A.  Out  of 

the  reserve?  * 

Q.  Out  of  the  reserve;  whether  those  gains  are  by  reason  of 
the  surrender  or  lapse  of  the  deferred  dividend  policy  or  an  annual 
dividend  policy — all  those  gains  go  against  your  expenses?  A. 
They  do. 

Q.  In  your  mode  of  calculation  ?     A.  Yes. 

Q.  Now,  in  the  next  place  all  your  mortality  gains,  whether 
they  are  gains  on  deferred  dividend  policies  or  on  annual  dividend 
policies  similarly  go  to  expenses?     A.  Yes. 

Q.  So  that  if  you  mathematically  divide  among  the  annual 
dividend  policyholders  the  computed  equivalent  amount  when 
time  of  distribution  arrives  for  deferred  dividend  policyholders, 
the  exact  gains  from  excess  loading  and  interest  after  this  appli- 
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cation  of  mortality  and  lapse  and  surrender  gains  to  the  payment 
of  expenses,  you  would  not  have  any  other  gains  of  your  company 
to  appropriate  to  deferred  dividend  policies  in  addition  to  what 
they  would  get  as  the  sum  of  their  hypothetical  annual  divi- 
dends? A.  The  deferred  dividend  policies  make  a  saving  in 
annual  dividends  only  as  per  their  own  profit.  The  profit  which 
is  ascribed  to  the  deferred  dividend  policies  at  the  end  of  their 
period  is  derived  purely  from  the  annual  dividends  which  they 
would  have  got  if  they  had  been  annual  dividend  policies — I  beg 
pardon,  I  have  left  a  word  out  there — which  the  policies  lapsed 
and  terminated  by  death  would  have  got  if  they  had  been  annual 
dividend  policies.  Now,  the  saving  of  annual  dividends,  which 
is  not  part  of  the  saving  on  reserve,  you  understand,  the  saving 
of  annual  dividends  made  by  the  Company  on  deferred  dividend 
policies  which  terminated  by  lapse  and  by  death,  is  ascribed 
to  the  deferred  dividend  policies  and  not  to -the  company  as  a 
whole.  A  policy,  for  instance,  on  the  is-year  plan,  is  terminated 
by  death  after  ten  years.  Now,  that  policy  if  it  had  been  on  the 
annual  dividend  plan,  would  have  taken  from  the  company  all 
the  annual  dividends  up  to  the  time  of  his  death,  and  similarly  if 
a  policy  lapsed  the  company  saves  all  the  annual  dividends  which 
would  have  been  paid  on  the  annual  dividend  plan  on  that  policy 
up  to  the  time  of  the  lapse.  And  those  savings  are  carefully 
counted  up  one  by  one,  policy  by  policy,  in  a  book  which  is  written 
up  at  the  close  of  the  fifteen  years  or  other  period,  those  of  one 
period  maturing  in  a  certain  year  being  placed  together,  and  we. 
therefore,  are  able  to  calculate  the  exact  amount  of  savings  which 
the  company  has  made  on  that  class  up  to  the  time  of  making  the 
calculation,  which  is  toward  the  end  of  the  year  preceding  the 
dividends. 

Q.  What  are  those  savings  called  that  you  calculate  in  this 
way?     A.  They  are  called  forborne  dividends. 
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Q.  Where  do  they  figure  in  the  formula  you  have  given?  A. 
They  represent  all  there  is  of  that  formula  in  theory. 

Q.  If  you  have  got  the  exact  thing,  the  addition  of  all  these 
annual  dividends  that  have  been  saved,  an  exact  calculation  of 
the  amount  remaining  for  distributfon,  why  should  you  resolve 
that  into  parts  and  then  reconstruct  this  forriiula?  A.  A  part  of 
it  is  due  to  lapses  and  another  part  to  death  losses.  The  part  that 
is  due  to  lapses,  is  represented  by  the  19  per  cent.  The  part  that 
is  due  to  death  losses  is  represented  by  that  part  of  the  factor 
which  is  calculated  according  to  the  mortality  table,  the  reason 
being  that  a  man  who  starts  at  age  fifty  and  runs  fifteen  years 
and  has  a  thousand  dollars  accumulation  at  the  end  of  the  time 
has  incurred  a  much  greater  risk  of  dying  during  that  period, 
than  a  man  who  begins  at  twenty-five  and  has  his  dividends  cal- 
culated at  forty.  The  period  which  has  been  terminated  has 
been  a  period  of  much  greater  mortality  risk,  and  the  risk  of 
death  in  that  case  is  one  of  the  elements  which  has  to  be  con- 
sidered in  m.aking  up  a  fair  compensation,  as  we  call  it,  to  the 
policyholder  for  the  risks  that  he  has  incurred. 

Q.  Let  me  come  back  to  the  question  I  asked  a  moment  ago, 
and  that  is  this.  If  you  did,  as  a  matter  of  fact,  mathematically 
calculate  the  excess  loading  and  the  question  of  interest,  which 
added  together  would  give  you  the  total  gains  in  any  year  for 
distribution,  and  if  you  actually  distributed  those  gains  in  the 
form  of  dividends,  withholding  the  equivalent  dividend  for 
deferred  dividend  policies,  the  sum  of  the  annual  dividends  when 
the  period  for  distribution  arrived  with  interest,  would  be  the 
total  amount  available  for  distribution  among  the  deferred  divi- 
dend policyholders.  A.  I  think  you  left  out  the  amount  of 
annual  dividends  which  have  been  granted  on  policies  that  died 
as  well  as  lapsed. 

Q.  Yes.  A.  But  the  taking  of  the  two  together,  those  that  die 
and  those  that  lapse,  the  amount  is  actually  figured  out  as  you 
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stated,  on  our  books  of  forborne  dividends.  Take  a  policy 
issued  in  1890,  which  terminates  by  death  in  1899.  The  divi- 
dend of  1 89 1  is  calculated  and  interest  added  to  it;  the  dividend 
of  1892  is  added  in,  and  so  on  up  to  1889,  and  the  total  of  that 
amount  is  put  into  the  book  as  the  sum  of  the  forborne  divi- 
dends, and  then  afterwards  there  is  interest  allowed  on  it  up  to 
the  year  of  maturity  in  1905. 

Q.  Am  I  right  in  looking  at  it  in  this  way,  that  if  you  made 
such  a  calculation  of  annual  dividends,  aiid  set  apart  a  hypo- 
thetical amount,  which  would  be  the  equivalent' sum  for  deferred 
dividend  policyholders  if  they  were  entitled  to  annual  dividend 
then  when  you  conie  to  the  period  of  distribution  upon  the  latter 
policies,  you  would  have  an  amount  equal  to  the  sum  of  the  an- 
nual dividends,  save  that,  a  number  of  hypothetical  sums  were  to 
have  been  set  aside  to  policies  which  had  in  the  meantime  lapsed, 
or  terminated  by  death,  and  those  annual  dividends  would  re- 
main to  be  apportioned  among  the  survivors?  A.  That  is  cor- 
rect. 

Q.  Now,  having  that  exactly  in  your  books,  all  you  have  to 
do  is  to  take  the  aggregate  of  these  hypothetical  annual  divi- 
dends, where  there  are  no  policyholders  entitled  to  receive  them, 
not  having  survived  them  and  distribute  them?  A.  There  are 
two  objections  to  that.  One  is  that  we  have  not  got  the  amount 
exactly.  The  calculation  is  made  in  November  based  on  the 
figures  of  the  1st  of  October,  and  the  dividends  are  not  payable 
until  the  anniversary  in  the  following  year,  and  the  policy  may 
lapse,  or  more  likely  the  .person  may  die  before  the  time 
arrives  so  that  the  exact  amount  that  is  going  to  be  saved 
up  to  the  31st  of  December  of  the  following  year  by  death  oil 
those  policies,  is  not  known  at  the  time  of  making  the  calculation. 
And  yet,  according  to  your  theory  the  holder  of  those  policies  would 
be  entitled  to  their  share  of  all  those  profits.  And  the  second 
point  is  this,  that  even  if  an  estimate  were  made  in  advance 
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which  would  be  fairly  correct  subject  to  variations  of  the  probable 
profits  by  death  during  the  ensuing  year,  before  the  anniversary, 
the  effect  then  would  be  that  a  group  of  policies  of  the  same  kind 
issued  in  one  year  earned  by  reason  of  a  particular  fluctuation, 
death  on  a  large  policy  or  something  of  that  kind,  would  get  a 
decidedly  larger  percentage  than  the  average,  while  at  another 
time  it  might  get  smaller  percentage  and  another  group  might  get 
a  smaller  percentage  than  the  average,  and  the  company  con- 
siders that  whatever  year  the  group  is  dated  in  that  those  who  are 
dated  in  1889,  and  1890,  and  i8gi,  have  approximately  the  same 
rights  to  compensation  for  those  risks,  because  the  real  risks  that 
they  have  incurred  have  not  been  very  different.  It  merely  hap- 
pened that  there  had  been  larger  profits  made  on  one  group  than 
the  others,  but  the  risks  incurred  by  the  individuals  of  the  group 
of  1890  cannot  differ  very  much  from  the  risks  incurred  by  in- 
dividuals of  the  groups  of  1889  and  1891,  so  there  is  more 
justice  in  equalization  or  avoidance  of  fluctuation  than  there 
would  be  in  taking  the  exact  figures  according  to  the  group  system 
which  was  contemplated  originally  in  the  tontine  plan. 

Q.  How  nearly  does  the  amount  added  to  the  deferred  divi- 
dend by  the  use  of  this  profit  factor,  approximate  the  share  which 
on  the  group  system  policy  would  be  entitled  to?  A.  On  the 
average  we  approximate  it  as  closely  as  my  experience  in  esti- 
mating such  results  will  produce  the  effect. 

Q.  Well,  that  is  an  answer  which  I  shall  have  to  ask  you  to 
explain  a  little.     A.  Well,  I  can  explain  it  best  by  giving  it 

Q.  I  want  it  in  figures  or  approximately?  A.  It  varies 
every  year.  It  is  impossible  to  give  figures  on  such  a  question, 
impossible.  It  may  vary  by  one  per  cent,  and  may  vary  by  ten 
per  cent.  It  depends  upon  the  accident  of  the  year,  but  as  a  rule 
it  does  not  vary  over  three  or  four  per  cent. 

Q.  How  closely  does  the  amount  which  you  distribute  to  the 
use  of  the  profit  factor  to  deferred  dividend  policyholders  in  a 
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given  year  of  distribution  approximate  to  the  total  according  to 
your  book  of  jforborne  dividends  of  the  annual  dividends  lost  to 
the  policyholders  under  deferred  dividend  policies  who  have  not 
persisted?  A.  On  some  groups  it  is  a  little  more  and  on  some 
groups  it  is  a  little  less.  The  percentage  varies  from  one  year  to 
another.  I  think  you  will  notice  that  on  this  particular  group 
the  preceding  year  the  percentage  was  sixteen  per  cent,  against 
nineteen  per  cent,  in  1905. 

Q.  That  is  in  your  formula.?     A.  Yes. 

Q.  I  have  not  got  your  formula  for  the  earlier  year?  A.  The 
formula  for  the  earlier  year  was  1 6  against  19. 

Q.  Is  it  a  fact  that  instead  of  taking  the  exact  total  of  the  an- 
nual dividends  lost  by  reason  of  lapse  or  death  before  the  dis- 
tribution period,  you  prefer  in  order  to  prevent  fluctuation  to 
have'harmony  in  the  declaration  of  dividends  so  far  as  possible 
andjjtake  a  formula  that  will  promote  it?  A.  The  factors  are 
made^so  as  to  equalize  the  result  as  closely  as  possible,  with  a 
leaning  towards  granting  to  these  policies  a  little  more  if  any- 
thing on  the  average  than  the  actual  figures,  were. 

Q.  But  the  object  of  using  the  formula  and  producing  a  factor 
by  means  of  it,  instead  of  taking  the  total  of  these  annual  divi- 
dends lost  by  reason  of  lapses  or  policy  terminations  is  to  pre- 
vent fluctuation?  A.  That  is  the  object.  And  I  may  say  that 
to  the  best  of  my  knowledge  the  actual  amount  paid  out  for  a 
series  of  years,  taken  all  together,  would  be  very  slightly  in  ex- 
cess of  the  actual  figures. 

Q.  But  whether  they  corresponded  or  not  to  the  actual  figures 
would  be  a  matter  of  accident  ?  A.  It  would  be  a  matter  of  recti- 
fication the  following  year.  If  the  course  of  the  actual  figures 
tend  in  a  certain  direction,  the  factor  would  be  modified  in  the 
following  year  so  as  to  agree  as  closely  as  possible,  consistently 
to  the  avoidance  of  such  fluctuation,  with  the  actual  running  of 
that  part  of  the  business. 
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Q.  You  would  have  a  slight  downward  or  upward  tendency, 
not  too  marked  to  be  abrupt,  but  so  that  in  the  course  of  years 
in  your  judgment  there  would  be  equalization?  A.  That  is  the 
idea.  And  the  reason  for  that,  as  I  said  before,  is,  that  the  policy- 
holders .themselves  in  these  groups  have  equal  rights.  The 
poUcyholders  of  a  different  group  we  do  not  consider  has  any 
legal,  moral  or  mathematical  right  to  a  share  in  the  precise  profit 
which  is  made  by  the  dropping  out  of  a  very  large  policy  in  one 
I  f  those  groups,  when  there  was  no  policy  dropping  out  of  similar 
groups. 

Q.  That  is  what  you  mean  when  you  provide  in  your  policies, 
as  I  believe  you  do,  that  the  distribution  shall  be  according  to 
the  methods  of  apportionment  adopted  by  the  company?  A. 
No.  That  is  in  accordance  with  the  whole  system  of  the  contri- 
bution plan,  and  that  statement  which  you  say  is  provided  in 
the  agreement  is  presumably  to  apply  to  the  action  of  the  com- 
pany in  carrying  out  the  principles  of  the  contribution  plan. 

Q.  Now  without  going  into  it  in  too  great  detail,  but  so  that 
we  may  if  possible  understand  the  meaning  of  the  formula,  you 
say  that  you  take  ten  years  in  advance  of  a  given  age,  that  is  if 
the  age  is  40  you  take  50?     A.  Yes,  sir. 

Q.  And  then  you  multiply  that  by  seven?  A.  We  take  the 
probable  mortality  for  one  year  at  that  advanced  age  and  mul- 
tiply it  by  seven. 

Q.  The  probable  mortality?     A.  Yes. 

Q.  I  thought  you  said  you  took  ten  years  and  added  it  to- the 
age?  A.  We  take  ten  years  and  add  it  to  the  age  and  get  the 
prgbable  mortality  for  that  age  and  multiply  it  by  seven. 

Q.  I  see.  Why  do  you  take  an  additional  ten  years,  why  do 
you  go  through  that  process?  A.  The  period  is  fifteen  years, 
and  the  risk  of  death  represented  by  the  rate  of  mortality  for 
each  one  of  those  fifteen  years,  but  the  amount  which  the  man 
risks  is  increasing  all  the  time,  so  that  in  the  thirteenth  and  four- 
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teenth  years  he  risks  a  great  deal  more  in  the  way  of  accumula- 
tion of  dividends  than  he  would  in  the  first  year  or  two  when 
there  was  scarcely  anything  accumulating,  and  consequently  as 
the  amount  which  he  risks  is  much  greater  in  the  later  years  than 
it  is  in  the  earlier  years  and  as  this  percentage  is  taken  on  the 
sum  total  at  the  end  of  fifteen  years  as  representing  the  measure 
of  his  risk  by  death  instead  of  taking  the  average  age  seven  or 
seven  and  one-half  years  above  the  age  of  issue,  the  age  is  taken  at 
ten  years  in  order  to  add  a  certain  weight  to  the  older  years  as 
compared  with  the  younger  years. 

Q.  Why  is  it  not -nine  or  eleven?  A.  I  have  made  a  pretty, 
close  calculation  on  that  which  I  can  repeat  afterwards  and  send 
to  you  if  you  wish,  but  I  do  not  think  you  would  be  interested 
in  it.     It  is  a  mathematical  matter. 

Q.  Is  it  mathematically  brought  out  at  ten?    A.  It  is. 

Q.  Why  do  you  multiply  by  seven  when  you  get  the  rate  of 
mortality  at  the  age  thus  ascertained?  A.  That  also  is  the  re- 
sult of  a  pretty  careful  calculation  based  on  the  facts  that  these 
policyholders  during  that  period  are  considerably  better  risks 
than  the  average.  I  can  make  up  a  calculation  like  that  and  send 
it  to  you  altogether. 

Q.  If  you  could  give  me  in  popular  language,  so  we  would 
have  a  general  understanding  of  the  reason  for  multiplying  by 
seven— —  A.  The  net  result  of  it  is  this,  that  that  figure  seven 
represents  the  result  of  mathematical  calculation  which  takes 
year  by  year  the  chance  of  death  on  persons  who  are  better 
risks  than  the  average,  as  these  particular  risks  are. 

Q.  You  mean  that  those  who  take  deferred  dividend  policies  are 
on  the  average  better  risks?  A.  On  the  average  they  are  be- 
lieved to  be,  and  so  far  as  ascertained,  found  to  be  somewhat 
better  risks  than  the  class  of  risks  which  would  be  taken  if  the 
company  was  doing  an  annual  dividend  business. 

Q.  Have  you  tables  of  mortality  which  show  the  rate  of  mor- 
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tality  among  deferred  dividend  policyholders?^; A. f I  said  be- 
lieved to  be.  And  the  reason  that  companies  either  do  one  class 
of  business  or  another.  The  annual  dividend  companies  do  their 
business  pretty  much  altogether  on  that  plan  and  the  deferred 
dividend  companies  do  pretty  much  all  their  business  on  that 
plan,  so  it  is  not  practicable  to  frame  tables  in  any  one  com- 
pany comparing  one  class  of  business'"with  the  other.  But  the 
belief  from  all  our  experience  among  the  actuaries  of  the  de- 
ferred dividend  companies  is  that  prior  to  the  expiration  of  the 
period  the  mortality  is  lighter  than  it  would  be  in  the  same  com- 
pany at  the  same  time  on  an  annual  dividend  basis. 

Q.  That  I  understand,  and  what  I  wanted  to  ascertain  was  what 
data  you  have  for  that  belief?  A.  I  think  it  is  simply  a  general 
impression. 

Q.  Well,  can  you  reduce  that  general  impression  to  a  mathe- 
matical formula?  A.  The  average  of  our  business  represents 
about  80  per  cent,  of  the  expected,  and  if  you  assume  that  these 
are  rather  better  than  the  average  you  bet  a  smaller  figure,  but 
I  forget  the  exact  details  of  those  calculations,  but  I  know  that 
that  seven  represents  the  result  of  it. 

Q.  Do  you  know  whether  that  company  that  we  mentioned 
the  other  day,  where  the  rate  of  mortality  was  found  to  be  so 
very  low,  was  an  annual  dividend  company  ?      A.  I  think  it  is. 

Q.  That  is  the  lowest  rate  in  any  company,  is  it  not?  A.  I 
think  I  said  the  same  company,  comparing  the  two  things  in 
the  same  company.  That  was  my  intention,  was  to  say  that  the 
business  in  the  same  company  would  show  the  deferred  dividend 
business  to  be  superior,  and  I  think  that  is  borne  out  by  the 
experience  of  companies  which  have  changed  from  the.  annual 
dividend  system  to  the  deferred  system  during  the  first  few  years 
after  the  change.  Of  course,  companies  themselves  may  differ 
at  periods,  twenty  or  thirty  years  apart,  but  I  know  that  my 
impression  in  the  Northwestern  after  it  began  to  do  a  deferred 
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dividend  business  from  what  I  saw  of  it  and  what  figures  I  made 
at  the  time  was  that  the  company  was  getting  a  particularly 
choice  class  of  risk  in  the  deferred  as  compared  with  the  annual 
dividend  business. 

Q.  Did  you  have  data  showing  that  exactly?  A.  I  had  cer- 
tain figures  which  I  made  up  in  the  way  of  estimate  at  the  time, 
but  it  was  a  good  many  years  ago  and  I  don't  know  what  became 
of  them. 

Q.  The  larger  part  of  this  profit  factor  is  made  up  in  this  way 
as  representing  the  mortality  risk?  A.  No,  it  depends  on  the 
age.     What  have  you  for  age  43  there,  1905? 

Q.  I  was  looking  at  age  40,  the  age  you  took,  and  I  noticed 
the  profit  factor  here  of  1.286?     A.  Yes. 

Q.  And  I  noticed  that  you  added  19  as  representing  the  lapse? 
A.  The  rest  would  really  be  9,  don't  you  see? 

Q.  I  see.  So  that  the  larger  part  is  really  on  the  lapses?  A. 
Excepting  at  thejolder  ages,  the  larger  part  consists  of  the  risk  on 
deaths,  but  on  ages  below  50  or  thereabouts  it  would  be  on  the 
lapses. 

Q.  Coming  to  the  manner  in  which  you  reach  this  19  per  cent, 
as  the  percentage  of  gain  from  lapses,  I  suppose  that  is  the  loss 
of  annual  dividends  through  lapsing,  distinguishing  from  loss 
from  death  on  the  part  of  those  deferred  dividend  policyholders 
whose  policies  have  lapsed  before  the  distribution  time?  A. 
That  is  right. 

Q.  Is  that  19  per  cent,  a  mathematical  calculation  from  the 
exact  amount  of  annual  dividends  lost  by  lapse?  A.  It  is  a 
mathematical  calculation  but  it  does  not  necessarily  represent 
the  exact  figures.  It  may  vary  from  the  exact  figures  first  be- 
cause as  I  said  the  exact  figure  is  not  known  until  afterwards, 
and  secondly  because  if  the  exact  figure  varies  because  of  some 
obvious  fluctuation,  the  fluctuation  is  to  some  extent  done  away 
with. 
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Q.  In  other  words  if  you  found  that  a  particular  percentage 
would  cause  a  considerable  fluctuation  in  the  amount  of  the  divi- 
dend apportioned  you  would  correct  the  factor  so  as  to  bring  it 
to  an  amount  which  would  perhaps  indicate  a  tendency  up  or 
down  but  not  make  the  change  abrupt?     A.  That  is  correct. 

Q.  Now,  for  example;  the  percentage  for  gains  for  lapses  for 
1904  I  understand  you  to  say  was  16?     A.  Yes,  sir. 

Q.  And  for  1905  was  19?     A.  Yes,  sir. 

Q.  Now,  do  you  know  whether  the  actual  gains  from  lapses 
were  markedly  different  in  the  two  years?  A.  My  impression  is 
that  there  was  considerably  larger  proportion  in  the  later  year. 

Q.  Do  you  know  whether  they  corresponded  with  any  exacti- 
tude to  these  two  percentages?     A.  I  cannot  tell  you  that. 

Q.  You  have  a  record  of  that,  I  suppose,  so  when  you  obtained 
the  profit  factor  in  the  manner  you  have  described  you  then 
multiplied  the  sum  of  the  annual  dividends  which  the  deferred 
dividend  policyholder  would  have  received  in  the  way  of  inter- 
est in  the  way  already  described  by  that  profit  factor  and  that 
produced  the  dividend  for  apportionment?     A.  That  is  correct. 

MR.  HUGHES:  I  offer  in  evidence  statement  of  example  of 
calculation  according  to  the  method  which  has  been  furnished 
by  Mr.  McClintock,  which  it  is  not  necessary  to  read,  as  it  is  a 
lot  of  figures  on  one  example. 

(Paper  marked  Exhibit  305.) 

Q.-  You  have  been  asked  to  produce  a  statement  of  the  esti- 
mated cost  of  the  new  business  obtained  in  the  year  1904.  Is 
this  a  correct  statement?     A.  Yes,  sir. 

Q.  Together  with  the  amount  available  towards  the  expense 
of  that  new  business  from  certain  sources  as  stated?     A.  Yes. 
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MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  305  and  read  by  MR.  HUGHES.) 

Q.  And  the  first  part  of  this,  to  wit,  the  item  aggregating 
$9,830,753.46  is  your  estimate  of  the  expense  attributable  to 
getting  new  business  in  1904?    A.  Roughly  speaking.  . 

Q.  As  nearly  as  you  can  come  to  it?  A.  It  includes  the  whole 
of  a  number  of  items  of  which  some  part  is  applicable  to  the 
general  business.  It  excludes  some  items  of  which  some  part 
might  be  applicable  to  new  business,  but  allowing  for  the  in- 
clusions and  exclusions,  I  think  it  a  fair  statement. 

Q.  You  have  stated  that  there  was  available  against  that  in 
the  way  of  reserves  released  by  lapses  and  surrenders  the  svun 
of  $2,188,047.  Is  that  the  entire  amount  of  the  reserve  released 
by  lapses  and  surrenders  for  the  year  1904?  A.  The  reserves 
released  and  not  used  in  paying  surrender  values  either  in  cash 
or  insurance. 

Q.  I  mean  the  entire  gain?    A.  It  is  the  entire  gain. 

Q.  The  entire  gain  from  lapses  and  surrenders?  A.  From 
reserves. 

Q.  Yes,  from  reserves  on  account  of  lapses  and  surrenders? 
A.  Yes. 

Q.  The  next  item  available  to  the  payment  of  the  expense  of 
getting  new  business  is  stated  to  be  first  year's  loadings,  $2,140,- 
700.  Is  that  the  total  amount  of  the  loadings  upon  the  first 
year's  premiums?     A.  Paid  in  1904,  yes. 

Q.  That  is  the  total  amount  of  the  loadings  upon  the  premiums 
in  1904  upon  policies  issued  in  that  year?  A.  No.  The 
total  amount  of  loadings  upon  premiums  received  in  1904, 
whether  issued  in  that  year  or  any  year.  There  were  some 
policies  issued  in  1903  of  which  the  first  premium  was  received 
in  1904. 
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Q.  Yes,  but  the  total  loadings  of  the  first  prenaium  were 
received  in  1904?     A.  Yes,  that  is  right. 

Q.  Then  you  have  as  the  next  item  available  toward  payment 
of  expense  of  getting  new  business,  first  year's  mortality  savings 
$829,951.  In  this  case  you  have  not  appropriated  to  the  ex- 
pense of  new  business  the  whole  gain  of  mortality,  but  only  the 
savings  upon  the  mortality  of  the  first  year?    A.  That  is  right. 

Q.  Making  the  grand  total  available  for  expenses  of  $5,158,- 
698?     A.  Yes. 

Q.  Now,  the  residue  expended  in  getting  new  business  in  1904, 
according  to  yoiur  estimate,  was  $4,672,055.  That  came  out  of 
the  general  fund  of  the  Company?     A.  Yes. 

Q.  In  other  words,  had  no  new  business  been  written  in  1904, 
the  amount  available  for  distribution  among  the  policyholders 
would  have  been  approximately  $4,672,055  more  than  it  was? 
A.  Well,  you  mean  that  if  the  amount  of  business  done  had  been 
reduced  to  what  would  have  been  paid  for  by  those  five  millions? 

Q.  I  mean  if  the  amount  paid  in  for  new  business  in  1904  had 
been  no  more  than  the  premiums  upon  that  business  contributed 
in  1904  to  the  expense  of  getting  it,  according  to  your  statement, 
together  with  the  gain  from  lapses  and  surrenders,  there  would 
have  been  available  for  distribution  among  the  old  policyholders 
$4,672,055  more  than  there  was  available  for  such  distribution. 
A.  For  distribution,  or  reservation,  yes. 

Q.  Or  reservation,  yes.     A.  Yes. 

Q.  In  other  words,  after  applying  to  the  expense  of  getting  the 
new  business  all  the  gain  on  the  reserve  by  reason  of  lapses  and 
surrenders,  the  new  business  for  1904,  cost  the  old  policyholders 
$4,672,055?     A.  Yes. 

Q.  And,  of  course,  if  we  added,  or  if  you  added  no  expense 
in  getting  new  business  in  1904,  this  amount  of  $2,188,000,  which 
was  applied  to  that  would  have  been  in  the  hands  of  the  Com- 
pany?   A.  Correct. 

2497 


Testimony  of  Emory  McClintock 

Q.  So  that  the  figures  should  be  instead  of  $4,672,055,  some 
$6,800,000  odd,  which  was  expended  by  the  company  generally 
out  of  the  funds  belonging  to  the  old  policyholders  in  addition 
to  the  contributions  made  by  the  premiums  on  the  new  business 
paid  in  1904?     A.  Yes. 

Q.  Have  you  been  consulted,  Mr.  McClintock,  as  an  actuaiy 
with  reference  to  the  amount  of  expense  which  the  Mutual  Life 
Insurance  Company  could  properly  incur  in  the  obtaining  of 
new  business?     A.  You  mean  on  a  calculation  of  this  sort? 

Q.  No,  on  any  calculation.  I  want  to  know  whether  you  as 
the  actuary  have  been  consulted  as  to  the  amount  which  your 
company  could  properly  expend  in  getting  new  business?  A. 
There  is  no  case  in  my  recollection,  in  which  I  have  been  formally 
consulted  on  that  subject. 

Q.  In  other  words,  have  you  ever  been  asked,  with  regard  to 
the  rate  of  commissions  which  could  be  paid  to  agents  for  ob- 
taining insurance?  A.  Yes,  I  was  taken  into  consultation  early 
in  the  nineties  by  the  Agency  Department,  and  again  in  1900, 
by  the  Agency  Department  or  the  President,  or  both. 

Q.  Well,  take  the  last  five  years,  do  the  management,  or  the 
Agency  Department,  or  the  Executive  Officers,  or  the  com- 
mittees of  the  company  fix  the  amount  to  be  expended  for  new 
business  according  to  what  you  have  stated  to  be  the  proper 
element  for  such  expenses?  A.  I  think  not.  I  am  not  sure  that 
I  have  ever  made  any  statement  in  the  exact  form  that  you 
refer  to 

Q.  Do  you  know  whether  larger  commissions  are  paid  for 
writing  a  twenty-year  distribution  policy  than  for  writing  an 
ordinary  life  policy  ?     A.  Annual  dividends  ? 

Q.  Yes.     A.  The  ordinary  life  policy  is  written  on  both  plans. 

Q.  Yes,  I  meant  an  ordinary  life  with  annual  dividends.  A. 
The  annual  dividend  policy  gets  a  smaller  commission  than  the 
twenty-year  distribution  policy. 
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Q.  Does  the  twenty-year  distribution  policy,  or  the  agent  who 
writes  such  insurance,  get  a  larger  rate  of  commission  than  for 
writing  a  fifteen  year  distribution  policy?  A.  I  am  not  certain 
about  that.  I  have  no  very  positive  knowledge  about  the  com- 
missions. 

Q.  Do  you  know  how  the  commissions  are  reached  with  refer- 
ence to  the  periods  of  distribution?  A.  My  general  impression 
is  that  the  shorter  the  period  of  distribution  the  smaller  the  com- 
pensation, but  I  am  not  certain  as  to  whether  there  is  a  division 
between  every  particular  kind  of  distribution,  and  the  next.  In 
fact,  I  have  only  a  general  impression. 

Q.  Do  you  take  those  differences  in  commission  into  account 
in  computing  the  dividends?  A.  By  no  means.  It  would  be 
highly  improper  for  any  company  to  make  the  policyholders  pay 
for  a  larger  commission  paid  on  his  policy,  or  to  give  another 
policy,  or  the  same  policyholder  a  profit  for  a  smaller  commission. 

Q.  So  the  policyholder  whose  insurance  is  least  expensive  to 
the  company  gets  the  same  rate  of  dividends  as  the  policyholder 
whose  policy  is  most  expensive,  that  is,  so  far  as  the  comrnissions 
are  rated  according  to  distribution.  A.  That  is — ^the  dividends 
are  calculated  absolutely  without  reference  to  commissions.  I 
think  that  is  the  case  in  all  companies. 

Q.  Do  you  think  that  is  a  sound  basis  for  allowing  a  larger 
commission  to  an  agent  for  writing  an  endowrneht  policy,  or  a 
twenty-year  endowment  policy,  than  for  writing  an  ordinary 
life  policy  with  annual  dividends  for  the  same  amount  at  the  same 
age?  A.  My  own  preference  is  for  giving  a  larger  commission  on 
the  annual  dividends  than  on  the  limited  payment  life  endow- 
ment forms. 

Q.  Is  there  any  justification,  when  you  consider  that  in  an  en- 
dowment policy  what  is  paid  over  and  above  the  amount  required 
for  insurance  is  in  the  nature  of  an  investment,  it  permitting  a 
reduction  of  that  extra  amount  deposited  with  the  company  for 
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the  purpose  of  investment  through  the  payment  of  an  increased 
commission.  A.  When  you  speak  of  an  increased  commission 
you  mean  the  same  percentage? 

Q.  I  mean  to  refer  to  the  fact,  what  I  understand  to  be  the 
fact,  that  an  agent  writing  a  twenty-year  endowment  policy  gets 
a  larger  percentage  of  commission  than  in  writing  an  ordinary 
life  policy  with  annual  dividends.  A.  The  commission  paid  on 
annual  dividend  policies  is  lower  than  on  the  ordinary  policy 
written  by  the  company,  which  are  the  deferred  dividend  policies. 
And  the  reasons  of  that  you  have  not  asked  me  about. 

Q.  Well,  I  want  to  ask  you  about  them.     A<  Now? 

Q.  No,  after  you  have  answered  this  question.  A.  That  being 
admitted  your  question  really  comes  to  this,  ought  an  endowment 
poUcy  to  have  the  same  commission  percentage  paid  on  it  as  an 
ordinary  life  policy,  both  being  deferred  dividends? 

Q.  Put  it  that  way.  A.  Now,  my  own  judgment  is  that  the 
ordinary  life  policy  ought  to  have  a  larger  commission  than  the 
endowment  or  limited  payment. 

Q.  And  why?  A.  Because  there  is  a  larger  margin  of  loading, 
in  proportion  to  the  premium,  and  the  policy  lasts  longer,  it  runs 
to  the  end  of  life,  and  the  company  is  doing  an  insurance  busi- 
ness and  ought  to  do  it  as  long  as  possible  on  the  same  risk. 

Q.  Would  you  draw  a  distinction  between  cases  where  the 
policy  was  written  for  insurance,  and  say  that  the  company  ought 
to  pay  the  same  amount  for  the  affecting  of  the  same  quantum  of 
insurance,  if  the  company  takes  an  additional  amount  for  invest- 
ment purposes,  that  amount  ought  not  to  be  reduced  by  the  pay- 
ment of  an  additional  commission  ?  A.  That  is  the  theory  which 
I  held  at  one  time  quite  strongly  and  I  have  never  quite  aban- 
doned it.  The  practice  of  the  business,  however,  does  not  per- 
mit it  to  be  done. 
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BY  THE  CHAIRMAN: 

Q.  Mr.  McClintock,  I  would  like  to  have  you  answer  the  question 
if  you  will,  that  Mr.  Hughes  asked  as  to  whether  there  was  any 
justification  for  the  difference  between  the  rate  of  commission 
paid  in  the  two  classes  of  business  mentioned,  in  your  opinion  ? 
A.  For  giving  them  the  same  commission  as  the  ordinary  life. 

Q.  Is  there  any  justification  for  giving  the  larger  rate  of  com- 
mission for  the  deferred  distribution  business?  A.  There  is  a 
justification  for  giving  a  smaller  commission  on  the  annual 
business. 

Q.  If  you  will  answer  the  question,  which  is,  is  there  any  justi- 
fication for  giving  the  larger  rate  of  commission  for  the  deferred 
distribution  business?  A.  The  standard  is  the  deferred  dis- 
tribution business.     There  is  some  justification  for  it. 

Q.  What  is  that  justification?  A.  The  justification  is  that 
there  are  two  classes  of  companies  in  the  country,  one  doing  busi- 
ness on  the  annual  dividend  plan  and  the  other  on  the  deferred 
dividend  plan.  The  agents  of  each  class  of  company  are  thor- 
oughly indoctrinated  with  the  merits  of  their  own  system,  and  the 
agency  department  of  the  Mutual  Life  has  held  and  appears  to 
have  reason  and  experience  for  having  held  that  to  offer  the  same 
commission  on  the  annual  dividend  as  they  do  on  the  regular  sys- 
tem of  the  company  which  is  the  deferred  dividend  and  which 
the  agents  are  indoctrinated  in  and  which  they  are  taught  to 
work  under,  would  tend  to  get  the  minds  of  the  agents  more  or 
less  confused,  and  that  having  two  opposite  sets  of  arguments 
in  their  minds  they  would  not  be  able  to  use  either  one  of  them 
as  against  the  company  that  they  have  to  compete  with.  I  think 
there  is  something  in  that,  and  I  think  that  may  justify  some  little 
difference  for  a  company  that  desires  to  push  a  deferred  dividend 
business.  But  I  have  always  held  and  said  when  the  opportunity 
was  given  that  the  company  could  very  properly  increase  the 
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amount  of  compensation  given  on  annual  dividend  business,  and 
the  present  rate  was  increased  over  the  old  rate  upon  deferred 
dividend  business  on  my  recommendation. 

Q.  Is  that  the  only  justification  that  occurs  to  you?  A.  The 
only  other  justification  is  a  temporary  one  which  disappears  if 
the  policy  continues,  and  that  is  on  the  annual  dividend  plan  the 
policyholder  gets  away  with  a  dividend  at  the  end  of  one  year, 
while  on  the  deferred  dividend  plan  he  does  not,  and  if  the  policy 
lapses  after  that  the  company  is  that  much  out  of  pocket. 

BY    MR.    HUGHES: 

Q.  The  question  is  whether  there  was  a  justification  for  giving 
a  larger  rate  of  commission  for  obtaining  an  endowment  policy 
than  an  ordinary  life  policy  for  the  same  amount  and  same  age? 
A.  Both  deferred  dividends? 

Q.  Yes,  both  deferred.  A.  The  company  does  give  a  larger 
commission  on  the  endowment,  but  the  same  commission,  as  I 
understand  it, 

Q.  Is  there  any  justification  for  giving  a  larger  commission  on 
an  endowment  policy  than  for  an  ordinary  life  policy  with  annual 
dividends?  A.  In  my  mind  there  is  first  a  comparison  between 
the  ordinary  life  deferred  and  the  endowment  deferred  and  then 
a  comparison  betwen  the  ordinary  life  deferred  and  the  ordinary 
life  annual.  And  the  ordinary  life  annual  I  think  can  very  well  be — 
the  commission  can  very  well  be  pretty  close  up  to  the  commission 
on  the  deferred  policy  for  a  deferred  dividend  company.  Then 
as  between  the  ordinary  life  on  the  deferred  dividend  plan  and 
the  endowment  on  the  deferred  dividend  plan,  my  preference 
would  be  for  giving  a  higher  commission  on  the  ordinary  life,  and 
at  this  time  along  in  the  early  90's  that  I  spoke  of  I  did  succeed 
ill  getting  a  higher  commission  paid  on  the  ordinary  life 
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THE  CHAIRMAN  :  I  do  not  think  your  answer  is  responsive. 

Q.  The  question  is,  Is  there  any  justification  for  a  larger  rate 
of  commission  upon  an  endowment  policy  than  for  an  ordinary 
life  policy  with  annual  dividends  ?  A.  The  only  justification  that 
I  can  see  is  that  it  is  the  custom  of  the  business  and  agencies 
would  be  more  or  less  demoralized  if  it  were  altered. 

Q.  Is  there  any  other  ?    A.  I  do  not  see  any  other. 

THE  CHAIRMAN:  We  will  now  take  a  recess  until  2.30 
P.  M.  At  that  time  Mr.  McClintock,  we  desire  to  continue  your 
examination. 
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AFTER  RECESS. 
EMORY  McCLINTOCK  resumed  the  stand. 
BY   MR.    HUGHES: 

Q.  May  we  take  this  statement  that  you  have  furnished  of  the 
course  of  business  for  1904  as  fairly  illustrative  of  the  average 
cost  of  obtaining  new  business  in  your  company?  A.  In  similar 
statements,  but  not  made  out  in  that  form,  for  1903 — the  cost  in 
that  form  largely  follows  the  request  that  v\(as  made  l^y  the  coun- 
sel for  the  committee  some  time  ago  for  a  statement  as  regards 
first  year  expenses,  specifying  various  items,  and  the  statement 
has  been  made  out  only  for  1904  as  requested,  but  my  judgment 
is  that  if  a  similar  statement  was  made  out  for  1903  it  would 
show  a  smaller  cost. 

Q.  But  the  year  1904  was  not  so  exceptional  that  we  could  not 
fairly  deal  with  it  as  a  basis  for  our  consideration  of  the  question 
of  cost?  A.  I  should  say  that  an  average  representation  would 
make  somewhat  smaller  figures. 

Q.  When  you  say  somewhat  smaller  figures,  what  do  you 
mean?  A.  Well,  for  instance,  at  a  rough  guess  I  think  the  aver- 
age will  be  perhaps  a  half  a  million  dollars  less. 

Q.  Now,  have  you  any  view  yourself  of  the  amount  of  money 
which  can  be  properly  expended  in  obtaining  new  business?  A. 
The  word  "proper"  implies  something  different  from  one's  busi- 
ness judgment.  It  implies  a  moral  element.  And  as  regards  that 
I  can  say  that  that  amount  of  money  spent  in  getting  new  busi- 
ness will  secure  business  which,  according  to  experience,  will 
contribute  to  the  expenses  of  the  company  in  future  more  in  real 
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value  than  this  expense  which  is  shown,  in  other  words,  it  may  be 
regarded  as  profitable  business. 

Q.  Now,  kindly  address  yourself  to  this  question:  Have  you, 
as  actuary  of  the  company,  a  view  as  to  the  amount  which  should 
be  expended  for  new  business — ^have  you  any  theory  in  regard  to 
ir,  any  criterion  of  the  amount  of  such  expense?  A.  Of  course, 
the  actuarial  criterion  is  always  this :  To  secure  a  dividend  which 
shall  be  a  large  one  as  compared  with  other  companies,  or,  at  any 
rate,  a  good  average ;  then  use  the  remainder  for  building  up  the 
business.  It  is  to  be  said  that  there  are  two  views  in  regard  to 
the  building  up  of  business,  even  a  profitable  business.  Profitable 
business  may  be  profitable  in  the  future  but  at  present  may  tend 
to  reduce  the  current  dividends,  and  what  may  be  useful  for  the 
company  as  a  whole,  regardless  of  individuals,  may  be  less  satis- 
factory to  the  individuals  at  present.  On  the  other  hand,  there 
are  occasions  in  which  it  is  essential  that  the  company  should 
expend,  even  at  the  price  of  paying  smaller  dividends  at  present — 
for  instance,  a  young  company,  a  small  company. 

Q.  We  are  not  talking  of  a  young  company,  Mr.  McClintock. 
We  are  talking  of  an  old  company,  the  oldest,  the  Mutual  Life, 
and'I  want  to  know  whether  in  your  experience  you  have  devel- 
oped in  your  own  mind  a  theory  which  as  an  actuary  you  are 
willing  to  commit  yourself  to,  as  indicating  the  limitation  of  ex- 
pense of  obtaining  new  business  for  such  an  old-established  com- 
pany? A.  Well,  for  one  thing,  I  should  be  glad  if  the  company 
could  limit  its  gross  expenses  apart  from  investment  expenses  to 
loadings  on  premiums. 

Q.  To  the  loadings  on  premiums?    A.  I  should  be  glad  to  see 
that,  not  that  there  is  any  necessary  connection,  but  it  would  be. 
a  practicable  rule  which  might  operate  serviceably. 

Q.  In  that  connection  have  you  any  explanation  of  the  fact 
that,  according  to  the  gain  and  loss  exhibit  for  1904,  your  com- 
pany exceeded  in  its  insurance  expenses  the  total  loading  on  pre- 
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miums  and  annuities,  while  the  New  York  Life  and  Equitable 
kept  within  the  loadings?     A.  What  kind  of  explanation? 

Q.  Any?  A.  The  fact  appears  to  be  as  stated,  and  your  ques- 
tion would  be  this :  Whether  this  is  a  good  thing  as  a  per- 
manent thing,  or  whether  it  is  going  to  be  reduced,  because  as  it 
stands  there  it  is  in  excess  of  the  amount  which  I  named.  Now, 
I  do  not  think  it  would  be  a  good  thing  as  a  permanency,  but  I 
do  think  it  is  going  to  be  reduced. 

Q.  Why  did  it  occur?     What  is  the  explanation  of  the  occur- 
rence ?    A.  The  explanation  is,  it  has  been  substantially  that  way 
for  a  number  of  years., 
'  Q.  In  excess  of  the  loading's  ?    A.  In  excess  of  the  loadings. 

Q.  For  how  many  years?  A.  Oh,  I  should  say,  for  perhaps 
eight  years. 

Q.  Do  you  know  of  any  reason  why  that  should  be  the  case  in 
your  company  and  not  in  the  other  companies  that  I  have  named  ? 
A.  There  is  one  reason  of  recent  years  which  is  a  strong  reason 
and  a  good  reason,  and  that  is  that  the  company  has  adopted  and 
is  putting  in  force  as  rapidly  as  possible  the  system  of  paying 
for  business  at  once  rather  than  by  deferring  the  payments  in 
the  form  of  renewal  commissions,  and  of  course  if  the  company 
pays  for  its  business  when  the  business  is  done,  either  in  the  form 
of  commissions  or  in  the  form  of  agency  allowances  or  occasional 
guarantees  to  an  agent  or  something  of  that  kind,  if  the  company 
pays  in  the  year  when  the  business  is  done,  the  entire  cost  of  get- 
ting it  so  as  to  have  the  renewals  free  of  commissions,  it  thereby 
saves  a  very  large  liability  which  other  companies  working  on 
other  systems  roll  up  for  the  future. 

Q.  Is  there  any  other  explanation  besides  that?  A.  That  ex- 
planation does,  as  I  am  informed,  account  for  the  continuance  of 
this  situation. 

Q.  But  not  for  its  origin?    A.  But  not  for  its  origin. 

Q.  What  did  occur  for  its  origin?    A.  It  was  presumably  due 
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to  the  extension  of  the  business  by  the  investment  of  money  to 
an  extent  beyond  the  loading. 

Q.  That  is  the  increased  cost  of  new  business?  A.  The  cost 
of  increased  new  business. 

Q.  You  have  said  that  you  would  favor  the  keeping  of  the 
expenses  of  the  company  within  the  loading — the  total  loadings 
on  the  premiums,  but  the  amount  with  which  the  premiums  are 
loaded  is  determined  by  the  gross  premiums  charged,  is  it  not, 
so  that  we  come  back  to  the  same  question — I  want  to  know  if 
there  is  any  scientific  criterion  of  the  amount  which  should  be 
paid  out  for  expenses?  A.  The  criterion,  as  I  judge  it,  is  one  of 
practice  in  comparison  with  other  companies,  and  as  I  said  at 
first  it  appears  to  me  desirable  for  the  company  to  make  dividends 
which  will  compare  favorably  with  most  companies  if  not  with 
all,  and  whatever  is  available  after  that  is  accomplished  can  pro- 
fitably be  spent  for  new  business. 

Q.  So  that  your  criterion  would  depend  upon  the  practice  of 
other  companies  and  their  criteria  would  depend  upon  the  prac- 
tice of  your  company  and  other  companies,  and  we  would  still 
be  in  search  for  a  scientific  criterion  for  answer  to  the  question? 
A.  I  cannot  imagine  that  there  is  any  possible  scientific  cri- 
terion. 

Q.  Suppose  you  are  a  company  like  the  Old  London,  which 
has  been  at  very  little  expense  in  getting  new  business  and  which 
has  returned  large  amounts  to  its  policyholders,  and  the  ques- 
tion were  brought  before  you  as  an  actuary  of  that  company  how 
much  money  it  could  expend  in  getting'  new  business  without  in 
any  way  decreasing  the  returns  under  its  present  practice  to  its 
policyholders.  Would  you  as  an  actuary  have  any  criterion  by 
which  you  could  accomplish  that  result?  A.  That  company 
issues  two  or  three  hundred  policies  a  year.  For  such  a  company 
to  begin  to  do  a  new  business  would  immediately  reduce  the 
dividends  of  the  old  policyholders. 
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Q.  Would  there  be  any  way  by  which  the  company  could  in- 
crease its  business  without  reducing  the  returns  to  old  policy- 
holders ?    A.  If  it  adopted  a  different  system  of  valuation,  yes. 

Q.  What  would  be  the  different  system  of  valuation  that  would 
permit  that  result?  A.  What  I  spoke  of  the  other  day,  Dr. 
Sprague's  system,  would  permit  it;  Mr.  Dawson's  system  would 
permit  it. 

Q.  What  do  you  refer  to  as  Mr.  Dawson's  system?  A.  It  was 
a  system  which  was  proposed  for  reducing  the  amount  of  reserve 
the  first  year  by  giving  the  company  credit  for  the  mortality 
gains  of  the  ensuing  five  years. 

Q.  It  is  based  on  the  idea  that  the  personally  examined  risks, 
the  new  risks  of  the  company,  show  a  more  favorable  rate  of 
mortality  than  is  indicated  by  the  present  valuation?    A.  Yes. 

Q.  Now,  is  that  more  favorable  rate  of  mortality  shown  by  any 
reliable  data?    A.  Oh,  yes. 

Q.  Have  you  tables  which  will  enable  you  to  state  in  fairly 
accurate  percentages  the  extent  to  which  personally  examined 
risks  for  new  business  during  say  five  years  after  it  is  written 
shows  a  better  mortality  than  is,  taken  for  granted  in  the  present 
system  of  valuations?  A.  The  experience  of  the  companies  is 
sufficiently  well  known  to  indicate  that  the  first  year  the  mor- 
tality ought  to  rang'e  about  50  per  cent  of  the  American  table. 

Q.  And  the  idea  is  that  that  large  saving  of  mortality  for  the 
first  year  should  have  some  correspondence  in  the  valuation  of 
the  policy  or  in  fixing' of  the  reserve?      A.  That  is  his  idea. 

Q.  And  the  amount  that  would  be  saved  on  the  reserve  by 
that  sort  of  valuation  could  be  used  without  affecting  the 
interest  of  other  policyholders  in  the  getting  of  new  business? 
A.  There  is  no  doubt  of  it. 

Q.  You  said  in  your  testimony  a  few  days  ago  something 
with  regard  to  the  serious  effect  of  allowing  or  compelling 
reserve  on  the  first  year.       Did  you  mean  to  be  understood 
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that  no  reserve  should  be  required  for  the  first  year's  business  ? 
A.  Well,  Dr.  Sprague's  system  which  I  commenced  was  that  on 
ordinary  life  policies  there  should  be  no  reserve  at  the  end  of 
the  first  year,  but  that  during  the  first  year  there  should  be 
merely  such  little  reserve  as  might  be  necessary  to  carry 
the  policy  up  to  the  end  of  the  first  policy  year. 

Q.  What  would  be  the  difiference  between  the  valuation 
upon  that  system  and  the  valuation  according  to  this  other 
system  which  I  believe  is  called  the  select  and  ultimate 
method  ?  A.  The  select  and  ultimate  method  as  I  recollect  gives 
about  the  same  reserve  the  first  year  but  somewhat  larger  dur- 
ing the  succeeding  years  until  at  the  end  of  five  years  it  gives 
the  full  reserve  according  to  the  old  system,  while  the  other 
system  gives  a  smaller  reserve  during  the  whole  life  of  the 
insured.  In  other  words,  the  select  and  ultimate  system  is 
so  to  speak  a  compromise  between  the  present  system  and  Dr. 
Sprague's  system.  It  is  about  the  same  in  its  results  as  Dr. 
Sprague's  system  the  first  year,  and  it  is  the  same  in  its 
results  after  the  fifth  year  as  the  old  system,  while  the  Sprague 
system  gives  the  smaller  reserve  during  the  life  of  the  policy. 

Q.  I  am  shown  a  discussion  before  the  Actuarial  Society 
of  America  last  year  in  which  appear  certain  tables  with  re- 
gard to  the  percentages  on  the  select  and  ultimate  method, 
and  I  would  like  to  ask  you  if  you  recognize  those  and  whether 
they  are  such  that  we  can  properly  treat  them  as  accurate  and 
put  them  upon  the  record  for  consideration?  A.  I  heard 
this  at  the  time  and  accepted  it  as  good  and  from  Mr.  Moir's 
reputation  I  have  no  doubt  it  is  accurate. 
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MR.  HUGHES :     I  will  read  this  upon  the  record. 


Mr.  Weeks 
27  classes 
Per  cent. 

Mr.  Hunter 
98  classes 
Per  cent. 

MrSDawson 
^    Select  and 
i  ■*  Ultimate 
,,'^lPer^cent. 

First  insurance  year 

47-6 

54-2 

50 

Second  insurance  year. ..... 

62.5 

70.6 

65 

Third  insurance  year 

68.3 

^  76.1 

75 

Fourth  insurance  year 

71-3 

79.8 

85 

Fifth   insurance   year 

75-2 

84.6 

95, 

Sixth  to  Thirtieth  ins.  year. 

81.5 

92.7 

100. 

Q.  Now  in  addition  to  the  amounts  which  would  be  realized 
from  the  reserve  by  a  method  of  valuation  which  would  pay 
attention  to  the  more  favorable  rate  of  mortality  during  the 
early  years  of  insurance  you  would  have  the  loading  upon 
the  premiums  for  the  first  year  to  be  applicable  to  the  extent 
of  the  getting  of  the  business,  would  you  not  ?     A.  Yes. 

Q.  Of  course  those  loadings  would  be  whatever  the  com- 
pany chose  to  make  them?    A.  Subject  to  competition.  , 

Q.  Certainly,  fixed  by  competition  as  much  as  the  traffic 
would  bear  I  suppose.  So  that  in  referring  to  the  amount 
that  would  be  available  through  a  loading  we  are  to  some  ex- 
tent reasoning  in  a  circle,  and  we  have  not  a  scientific  criterion, 
but  some  loading  would  be  proper  of  course?  A.  Un- 
doubtedly. 

Q.  Whatever  the  loading  might  be  on  the  first  year's  pre- 
mium that,  added  to  the  amount  gained  by  the  more  favorable 
mortality  on  new  business,  could  be  expended  in  getting  new 
business  without  decreasing  the  returns  to  policyholders,  even 
though  they  were  in  the  position  say  of  the  old  Equitable's 
policyholders  at  the  present  time?       A.  That  is  right. 

Q.  Are  you  in  a  position  to  say  what  amount  on  such  a 
basis,  taking  the   loadings  on  the  first  year's  premiums  as 
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you  had  them  in  your  company  in  the  year  1904  would  have 
been  available  for  new  business?      A.  In  1904? 

Q.  In  1904.  In  other  words,  you  have  the  loading  on 
first  year's  business  in  that  year  $2,140,700.  Now,  what 
additional  amount  would  have  been  gained  if  you  had  made  a 
valuation  on  a  basis  which  took  into  consideration  the  more 
favorable  mortality  of  that  business  ?  A.  Well,  it  would  be  at 
least  as  much  more,  probably  considerably  more.  I  cannot 
estimate  it  without  reference  to  the  table. 

Q.  Would  you  say  in  that  way  you  would  probably  have 
had  about  five  million  dollars  to  spend  for  new  business?  A. 
You  mean  in  place  of  the  five  million  dollars  we  did  have  ? 

Q.  You  would  have  about  five  million  dollars  to  spend  for 
new  business  by  taking  the  first  year's  loadings  as  they  were  in 
1904  and  taking  in  addition  thereto,  simply  the  gain  by  the 
valuation  of  the  new  business  in  accordance  with  the  more 
favorable  results  of  mortality?  A.  That  is  apart  from  the 
items  there 

Q.  Yes,  apart. from  anything  else.  Just  taking  those  two 
items?  A.  I  do  not  think  it  would  possibly  run  up  as  high 
as  that.  It  might  be  from  four  and  one  half  millions  to  five 
millions. 

Q.  Yes,  and  that  amount  could  be  expended  without  in  any 
way  Effecting  your  policyholders,  that  is  to  say,  they  would  get 
the  same  returns  as  though  no  new  business  had  been  written.  A. 
But  this  point  must  be  said  to  the  contrary.  Suppose  the  same 
system  had  been  in  operation  for  the  last  four  years,  we  have  to 
assume  that  the  system  continues  in  operation 

Q.  But  not  backward.  A.  Well,  backward  or  forward,  as  the 
case  may  be.  Where  the  system  is  in  operation  for  four  or  five 
years,  then  you  have  a  certain  setback.  The  benefit  you  get  the 
first  year  has  to  be  made  up  in  the  next  five  years,  and  what  you 
make  up  next  year  on  this  year's  savings,  what  you  make  up  on 
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next  year  is  that  much  reduction  on  next  yiear's  savings  and 
what  you  make  up  the  second  year  on  the  next  year's  saving's  is 
that  much  additional  reduction  on  the  third  year,  and  so  on,  so 
that  the  saving  you  referred  to  on  the  first  year  of  the  introduc- 
tion of  such  a  system  could  not  be  continued  in  future  years. 

Q.  No,  not  as  to  that  business,  but  as  to  any  new  business.  A. 
And  not  as  to  a  corresponding  amount  of  new  business,  because 
under  the  system  of  saving  you  make  on  the  second,  third  and 
fourth  year's  business  on  the  business  you  get  on  those  years 
would  have  to  be  taken  from  the  reserve  you  have  on  this  year's 
business. 

Q.  Would  that  still  leave  a  margin  of  gain?  A.  After  five 
years'  running  of  that  system  it  would  simply  mean  this,  that 
there  would  be  this  amount  which  is  now  perpetually  invested,  you 
may  say,  continually  invested  and  reinvested  in  new  business, 
which  would  not  have  to  be  invested  and  reinvested  under  that 
system,  but  it  would  not  be  a  very  large  amount  in  our  company. 
It  would  be  an  exceedingly  important  thing  for  a  very  small  com- 
pany but  would  not  amount  to  very  much  in  a  very  large 
company. 

Q.  Then  in  your  opinion  the  adoption  of  that  new  method  of 
valuation  if  carried  on  for  a  series  of  years  would  relieve  a  very 
small  sum  for  expenditure  on  new  business.  A.  It  would  be 
measured  in  a  sum  of  perhaps  two  or  three  million  dollars. 

Q.  Two  or  three  millions  a  year?  A.  No,  altogether  as  an 
investment,  that  is  to  say,  invested  and  reinvested  from  year  to 
year.  What  you  invest  now  for  new  business  consists  partly  in 
what  you  expend  for  the  business  and  what  you  reserve,  and  by 
putting  up  a  smaller  reserve  you  do  not  have  to  reserve  so  much, 
and  next  year  you  make  a  similar  saving,  but  have  to  make  up 
something  of  what  you  saved  this  year,  and  so  on.  But  take  it  in 
the  long  run,  there  would  be  a  certain  amount  perpetually  invested 
in  new  business  less  than  there  is  at  present. 
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BY   MR.    McKEEN: 

Q.  Would  not  the  adoption  of  that  system  result  in  the  loss  of 
the  benefit  you  now  get  from  the  gain  in  mortality  ?  A.  We  do 
get  the  gain  in  mortality  anyhow,  before  the  five  years  are  up, 
and  the  adoption  of  the  system  would  merely  result  in  the  putting 
up  of  a  smaller  reserve. 

Q.  In  other  words,  there  would  be  a  diminished  gain  in  mortal- 
ity you  now  get  the  benefit  of,  do  you  not?  A.  The  second,  third 
and  fourth  years. 

Q.  Drawing  out  of  the  better  risks  for  the  first  five  years  ?  A. 
That  is  right. 

BY   MR.   HUGHES: 

Q.  Then  the  point  is  in  regard  to  the  application  of  a  certain 
portion  of  that  gain  by  a  diminution  in  the  reserve  for  the  first 
few  years,  that  is  it,  is  it  not  ?  A.  That  system  takes  the  present 
value  of  the  gain  for  five  years  and  gives  the  company  the  bene;fit 
of  it  the  first  year. 

Q.  Yes.  But  then  the  actual  amount  released,  so  to  speak, 
through  that  method,  the  criterion  would  remain  the 
same,  to  wit,  that  such  amount  of  gain  through  a  system  of  valu- 
ation which  would  pay  attention  to  the  more  favorable  risks,  new 
business,  and  the  loading  upon  the  first  year's  premium  would 
furnish  you  an  amount  which  could  be  expended  for  new  business 
without  in  any  way  impairing  the  returns  of  policyholders.  A. 
In  the  long  run  there  would  be  a  certain  amount  which  could  be 
used  in  other  ways  to  strengthen  the  company  or  divide  among 
the  policyholders,  which  is  now  permanently  invested  and  rein- 
vested in  the  getting  of  new  business. 

Q.  Well,  that  comes  to  an  affirmative  answer  to  my  question? 
A.  That  is  an  affirmative  answer. 
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Q.  But  that  system  would  not  reduce  the  premiums  charged? 
A.  No. 

Q.  It  would  not  reduce  the  cost  of  insurance  a  dollar  ?  A.  Ex- 
cepting in  this  way,  that  if  the  Mutual  Life  with  $450,000,000  of 
assets  should  be  able  to  reduce  the  amount  of  permanent  invest- 
ments in  buying  new  business  by  two  or  three  millions  of  dollars, 
not  two  or  three  millions  of  dollars  a  year,  but  two  or  three  mil- 
lions of  dollars  right  along,  that  two  or  three  millions  of  dollars 
so  -saved  would  sooner  or  later  get  into  the  pockets  of  the  policy- 
holders, and  it  would  be  an  amount  added  to  the  very  large 
amount  which  is  coming  to  them. 

Q.  And  while  the  premiums  would  remain  the  same  the  return 
to  policyholders  in  the  way  of  dividends,  if  the  cost  of  new  busi- 
ness were  so  limited  would  be  largely  increased?  A.  I  do  hot 
understand  about  the  cost  of  new  business  being  limited. 

Q.  Well,  limited  to  such  an  amount  as  I  have  stated?  A.  Is 
that  the  idea,  to  limit  the  cost  of  business  ? 

Q.  There  is  no  idea  about  it.  It  is  simply  to  get  at  the  facts, 
that  being  assumed  for  the  purpose  of  the  question?  A.  If  you 
limit  your  new  business  to  those  amounts  you  have  got  very  cheap 
business. 

Q.  Well,  if  it  was  so  limited  the  income  to  the  policyholders 
would  be  increased?  A.  There  is  no  doubt  the  less  it  costs  to 
get  the  new  business  the  more  you  have  for  your  policyholders. 

Q.  What  in  your  opinion  as  an  actuary  is  a  sufficient  number 
of  risks  to  enable  you  to  do  business  without  loss  if  you  simply 
make  up  by  new  business  for  the  business  which  terminates  in  a 
year?  A.  I  have  a  general  impression  that  the  amount  of  ter- 
minations in  the  Mutual  Life  is  about  $130,000,000  at  present, 
and  if  that  amount  of  new  business  were  taken  and  in  somewhat 
smaller  amounts  by  and  by,  because  the  terminations  would  prob- 
ably decrease,  the  amount  of  insurance  in  the  company  would 
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probably  keep  on  a  level  with  $130,000,000  of  new  business,  or 
by  and  by  a  little  less  per  annum. 

Q.  What  I  want  to  get  at  is  this,  what  number  of  selected  lives 
would  be  sufficient  for  the  foundation  of  a  life  insurance  com- 
pany which  would  only  add  to  its  membership  the  same  number 
as  the  number  of  policies  terminating  in  th€  year  ?  A.  Oh,  there 
is  no  scientific  opinion  on  that  subject.  The  question  has  never 
been  taken  up  scientifically  and  I  doubt  if  it  could  be  treated  satis- 
factorily in  a  mathematical  way,  because  it  would  req.nre  agree- 
ment to  so  many  postulates,  so  many  assumptions. 

Q.  Well,  you  can  give  a  number  which  in  your  judgment  would 
be  reasonably  safe.  That  is,  give  the  lowest  number  of  selected 
lives  which  would  be  sufficient  for  that  purpose,  which,  in  your 
judgment,  would  be  entirely  safe  without  attempting  to  state  it 
as  a  perfectly  exact  number?  A.  As  regards  safety,  a  few 
thousand  lives,  say  ten  thousand  lives,  ought  to  be  ample. 

O.  And  one  hundred  thousand  would  certainly  be  ?  A.  Un- 
doubtedly. 

Q.  How  many  are  there  in  the  Mutual  Life?  A.  There  are 
probably  over  four  hundred  thousand,  but  the  larger  the  company 
the  less  the  cost  per  member  other  things  being  equal. 

Q.  That  is  a  matter  which  I  would  like  to  have  you  consider 
for  a  moment.  Do  you  know  what  percentage  of  the  total  in- 
come of  the  Mutual  Life  is  the  amount  of  its  expenses?  A.  The 
total  of  income,  including  interest? 

Q.  Yes,  including  everything,  the  ratio  of  total  expense  to 
total  income  for  the  year  1904,  say?  A.  Well,  including  in- 
vestment expenses,  it  must  be  20  per  .cent. 

Q.  Just  about  20  per  cent.,  and  it  is  about  20  per  cent,  for  the 
New  York  Life  and  about  20  per  cent,  for  the  Equitable,  is  it 
not?    A.  Probably. 

Q.  And  there  are  a  great  many  companies  where  it  is  less? 
A.  Yes. 
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Q.  And  a  number  of  annual  dividend  companies  where  it  is 
down  to  13  and  14?    A.  Yes. 

Q.  Now,  what  is  the  ratio  of  expenses  of  the  Mutual  Life  to 
the  total  amount  paid  policyholders,  including  dividends,  for  the 
year  1904  ?  A.  The  total  amount  paid  policyholders  was  thirty-four 
million  seven  hundred  and  odd  thousand  dollars.  The  total  ex- 
penses, including  investment  expenses,  appear  to  have  been  about 
$16,600,000.  I  have  not  the  total  before  me,  but  it  seems  to  be 
about  that,  and  the  proportion  therefor  would  be  about  forty-five 
per  cent. 

Q.  About  forty-nine  per  cent.,  is  it  not?  A.  Well,  it  may  be 
as  much  as  that. 

Q.  And  it  is  about  49  per  cent,  in  the  New  York  and  about 
43  per  cent,  in  the  Equitable,  isn't  it  ?  A.  It  may  be ;  I  have  not 
examined  that. 

Q.  Now,  there  are  a  number  of  smaller  companies  in  which 
the  ratio  is  considerably  less — 29  or  30  per  cent. — are  there  not? 
A.  Undoubtedly,  yes. 

Q.  Now,  take  the  ratio  of  the  total  expenses  of  the  Mutual  Life 
and  the  aggregate  of  its  surplus  and  the  payments  to  its  policy- 
holders, so  that  we  won't  lose  consideration  of  the  fact  that  there 
•are  large  amounts  accumulated  to  meet  deferred  apportionments, 
and  will  you  tell  me  what  that  ratio  was  in  the  year  1904?  A. 
Somewhat  over  one  hundred  millions  on  this  basis  to  sixteen 
millions  of  expenses ;  that  would  represent  about  16  per  cent. 

Q.  Yes;  it  is  about  16  per  cent.;  and  in  the  case  of  the  New 
York  Life,  for  the  aggregate  of  surplus  and  aggregate  distributed 
to  policyholders — although  I  believe  it  excludes  the  gain  in  its 
market  values — and  the  ratio  of  that  amount  to  the  expenses,  we 
find  that  those  are  about  21  per  cent.,  do  we  not?  A.  I  be- 
lieve so. 

Q.  And  the  Equitable  somewhat  lower,  about  13  per  cent.,  I 
believe.     Now,  it  is  a  fact,  is  it  not,  that  in  several  of  the  smaller 
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companies  that  ratio  of  expenses  to  the  aggregate  of  surplus  and 
total  payments  to  policyholders  is  as  low  as  lo  per  cent.?  A. 
Maybe  so. 

'  Q.  Now,  we  have  taken  the  ratio  of  expenses  to  total  income, 
of  expenses  and  total  paid  policyholders  and  of  expenses  to  the 
aggregate  to  the  total  paid  policyholders  and  the  surplus,  and 
in  each  case  the  three  large  companies  show  a  larger  ratio  of  ex- 
penses than  several  small  companies.  What  I  want  to  ask  is 
wherein  does  the  benefit  come  in  the  increased  expense  in  getting 
new  business  in  a  distribution  of  that  expense  over  a  larger  num- 
ber in  the  large  companies?  A.  It  cannot  come  until  there  is  a 
reduction  of  the  proportion  of  expenses  either  by  closer  manage- 
ment or  more  probably  by  reducing  the  amount  of  the  new  busi- 
ness. 

Q.  I  have  had  my  attention  called  to  a  circular  purporting  to 
have  been  issued  by  your  company  in  England  in  which  the  fol- 
lowing appears:  "The  policies  of  the  Mutual  Life  Insurance 
Company  of  New  York  combine  in  a  most  liberal  and  most  per- 
fect form  of  contract  the  following  valuable  features :  Remission  of 
income  tax  to  those  entitled."  Is  it  a  fact  that  the  amount  of  the 
income  tax  in  England  is  allowed  to  policyholders?  A.  My  im- 
pression is  that  it  is,  and  I  have  heard  the  reason  given  that  there 
is  no  tax  there  on  premiums,  and  that  just  about  balances  the 
taxation  in  this  country  on  premiums. 

Q.  In  other  words  that  the  net  result  is  that  there  is  no 
discrimination  made  as  American  policyholders?  It  is  the 
explanation  I  have  heard. 

O.  But  of  course  there  is  no  exact  correspondence?  A. 
There  is  no  exact  correspondence  in  the  taxation  in  different 
states  either. 

Q.  But  there  is  an  allowance  wherever  there  is  a  taxation 
-  in  dififerent  states  ?     A.  There  is  no  difference  in  the  dividends. 

O.  There  is  one  thing  that  attracted  my  notice  in  connection 
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with  these  factors  to  which  I  wish  to  recur  for  a  moment — 
the  loading  factors  which  you  use  in  ascertaining  the  annual 
dividends.  I  notice  that  in  1901  in  making  the  calculation  for 
the  dividends  in  1902  where  the  loading  factor  on  the  poHcies 
of  that  year  1901  was  made  25  per  cent.,  the  loading  factor 
for  policies  for  two  years  old,  or  those  in  1899  were  35  per 
cent,  whereas  in  making  the  calculations  for  the  dividends 
of  1905  the  loading  factor  being  for  policies  of  the  year  1904, 
27  per  cent.,  while  those  for  policies  two  years  old  or  issued 
in  1902  were  28.3  per  cent.  Can  you  explain  why  those  vari- 
ations should  appear?  A.  I  don't  know  that  I  can  at  present. 
Q.  Would  it  be  fair  to  assume  that  the  policies  which  had 
been  in  existence  for  certain  time  should  have  in  different 
years  the  same  proportionate  loading  factor  as  compared  with 
policies  of  a  similar  duration  in  other  years  ?  It  would  be  fair 
to  assume  provided  the  surplus  was  increasing,— keeping  on  in 
proportion  to  the  increase  of  business. 

Q.  I  am  now  speaking  of  the  surplus  whether  it  increases 
or  diminishes,  but  simply  the  relation  that  might  fairly  be  as- 
sumed to  exist  in  different  years  between  policies  of  the  same 
duration  with  reference  to  the  loading  factors  employed  in  the 
determination  of  annual  dividends  in  the  effort  to  see  whether 
these  variations  that  I  have  called  your  attention  to  is  not 
one  that  could  be  explained  ?  A.  Certainly  it  is  one  that 
could  be  explained. 

Q.  I  mean  calling  for  explanation  ?  A.  It  is  one  that  calls 
for  explanation  undoubtedly,  if  you  are  going  into  that ;  the 
only  thing  is  I  do  not  now  recollect  what  the  explanation  is. 

Q.  I  am  asked  to  ask  you  the  question  whether  by  select  and 
ultimate  values  by  the  American  experience  table  and  three 
and  a  half  per  cent,  in  a  valuation  bill  before  the  New  York 
Legislature  you  would  understand  a  definite  meaning — has 
that  a  definite  meaning,  that  expression?      A.  I  should  cer- 
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tainly  consider  that  it  had.  The  phrase  select  and  ultimate 
valuation  has  been  used  only  in  connection  with  the  system 
which  we  were  speaking  of,  and  there  have  been  tables  pub- 
lished with  that  title  and  there  have  been  various  references 
to  it  in  various  journals  and  nothing  else  of  the  kind  has 
ever  been  proposed. 

JOHN  R.  HEGEMAN,  resumed. 

BY  MR.  HUGHES: 

Q'.  I  would  like  in  the  first  place  to  put  upon  the  record 
some  facts  as  to  the  growth  of  the  Metropolitan  Life  Insurance 
Company,  premising  the  fact  brought  out  the  other  day  that 
your  company  has  a  capital  of  $2,000,000  representing  an 
investment  of  $500,000,  the  residue  of  the  capital  having  been 
paid  up  out  of  profits,  and  we  find  for  example  that  at  the 
end  of  1887  your  company  had  a  surplus  of  $863,392,  at  that 
time  its  capital  being  what?      A.  $500,000. 

Q.  And  at  the  end  of  1904  it  had  a  surplus  of  $14,835,741 
including  its  capital  of  $2,000,000.  That  is  right,  is  it  not?  A. 
It  is.  % 

Q.  We  find  that  at  the  end  of  1887,  its  outstanding  insurance 
amounted  to  $152,031,077,  and  that  its  outstanding  insurance 
at  the  end  of  1904  amounted  to  $1,470,424,281 — that  is  right, 
is  it?      A.  I  believe  that  to  be  correct. 

Q.  .That  of  the  total  given  at  the  end  of  1887  the  outstanding 
insurance  of  the  industrial  department  amounted  to  $147,758,- 
287?      A.  Correct. 

Q.  And  that  the  outstanding  insurance  at  the  end  of  1904 
of  the  industrial  department  amounted  to  $1,127,889,229?  A. 
Correct. 

Q.  We  also  find  that  the  premiums  received  in  the  year 
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1887  amounted  in' all  to  $5,618,767  and  in  1904  to  $50,808,924? 
A.  Correct. 

Q.  Now,  noting  this  tremendous  growth  in  the  business 
of  your  company  and  with  particular  reference  to  the  growth  of 
the  industrial  department,  I  would  like  to  ask  you  if  this  sheet 
that  I  now  hand  you  taken  from  your  magazine  is  a  correct 
statement  of  the  premiums  charged  upon  industrial  policies, 
so  far,  of  course,  as  the  policies  appear  in  that  sheet?  A.  I 
believe  it  to  be. 

MR.  LINDABURY:  Is  there  anything  to  identify  it? 

MR.  HUGHES :  I  think  this  is  taken  from  a  recent  number 
of  the  Metropolitan  Magazine,  the  exact  date  I  cannot  tell,  but 
I  think  it  is  within  a  couple  of  months.  That  I  will  offer  in 
evidence. 

(Sheet  marked  Exhibit  307). 

Q.  Now  all  this  industrial  business  I  understand  is  non- 
participating  according  to  its  terms  ?     A.  The  whole  of  it. 

Q.  I  find  on  the  right  hand  side  of  #his  page  under  the 
head  of  "Premium  rates  for  life  policies  industrial  department 
adult  whole  life  table  of  rates,"  a  series  of  rates  for  ages 
10  to  59  inclusive,  showing  rates  from  5  cents  up  to  60  cents 
weekly  with  the  corresponding  benefits :  These  I  understand 
are  the  rates  of  a  policy  upon  which  the  premiums  are  to  be 
paid  weekly  through  life?      A.  Yes  (indicating  on  sheet). 

Q.  That  is  right,  isn't  it?      A.  Yes  sir. 

Q.  And  in  case  of  the  failure  of  the  insured  to  continue  the 
payment  of  those  premiums  he  is  not  entitled  to  any  surrender 
value  or  payment  from  the,  company?  A.  He  is  entitled  to 
a  paid  up  policy  after  the  original  is  five  years  old. 
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Q.  Up  to  the  time  of  his  being  five  years  old  he  is  not  en- 
titled to  anything?  A.  Up  to  that  time  we  have  not  covered 
the  reserve  on  that  business  and  we  have  nothing  to  give. 

Q.  Now,  will  you  tell  me  how  the  rates  taking  the  aggre- 
gate amount  of  premiums  for  a  year  compare  with  the  rates 
charged  for  a  similar  amount  of  insurance  in  your  ordinary 
plan  of  insurance?  A.  They  are  considerably  higher  because 
this  is  retail  insurance  as  against  wholesale. 

Q.  Whatever  the  risk  may  be  the  fact  is  that  the  premiums 
charged  on  the  whole  life  payment  in  the  industrial  depart- 
ment of  your  business  are  much  larger  for  the  same  amount 
of  insurance  than  the  premiums  charged  in  the  ordinary  de- 
partment of  your  business?      A.  They  are  larger. 

Q.  Are  they  practically  double?  A.  Without  making  the 
computation  I  cannot  say  offhand. 

Q.  Well,  according  to  your  experience,  without  making  an 
exact  statement,  are  they  approximately  double?  For  ex- 
ample, can  you  give  me  the  premiums  at  age  22  on  your 
ordinary  plan  of  a  policy  for  a  thousand  dollars,  ordinary  life? 
A.  I  have  not  the  table  before  me. 

Q.  $16.65  Mr.  Fisk  says:  Will  you  adopt  that?      A.  I  will. 

Q.  Now,  will  you  tell  me  what  the  rate  of  premiums  on  the 
industrial  plan  at  age  22  to  buy  insurance  ordinary  life 
amounting  to  $984  will  amount  to?     A.  $31.20. 

Q.  Now,  if  I  understand  that  correctly,  a  man  aged  twenty- 
two,  can,  on  the  industrial  plan,  by  paying  sixty  cents  a 
week,  or  $31.20  a  year  for  ordinary  life  insurance,  procure 
$984  of  insurance  ?    A.  Yes,  sir. 

Q.  And  that  the  same  man,  aged  twenty-two,  by  insuring 
in  your  ordinary  department  on  the  ordinary  life  basis,  and 
paying  a  premium  of  $16.55  annually  can  obtain  one  thousand 
dollars  of  insurance?    A.  Yes,  sir;  or  on  the  intermediate  plan 


2521 


Testimony  of  John  R.  Hegeman 

he  can  take  two  five  hundred  dollar  policies  at  a  price  in 
between. 

Q.  Now,  what  I  suggested  with  regard  to  the  difference  in 
rate  between  tfie  ordinary  department — ordinary  life  charge 
and  the  industrial  department  whole  life  charge,  would  seem 
to  indicate  that  the  premiums  in  the  latter  are  a  little  less 
than  double  the  premiums  in  the  former — that  fexactly  double 
would  be  $33.10 — the  industrial  was  $31.20?      A.  Yes,  sir. 

Q.  As  your  rates  are,  I  suppose,  mathematically  adjusted, 
with  reference  to  each  other,  may  we  take  that  as  indicating 
the  extent  to  which  in  ratio  the  ordinary  life  premiums  in  the 
industrial  department  are  in  excess  of  the  ordinary  life  pre- 
miums in  the  ordinary  department?  A.  I  would  not  say  that 
proportion  runs  through  all  ages. 

Q.  What  have  you  to  say  with  reference  to  the  difference 
in  the  rates  of  mortality,  between  the  risks  taken  in  the 
two  departments,  industrial  and  ordinary?  A.  That  the 
industrial  mortality  is  about  double  that  of  the  ordinary. 

Q.  I  find  from  the  gain  and  loss  exhibit  of  your  company, 
that  in  the  year  1904,  the  ratio  of  actual  mortality  to  expected 
mortality  was  1 13.91. 

THE  CHAIRMAN  :  Is  that  on  industrial,  did  you  say,  Mr. 
Hughes? 

MR.  HUGHES:  That  is  on  the  whole. 

THE  WITNESS:  That  is  the  way  it  is.  That  being 
upon  the  whole  the  mortality  of  the  company  it  would  follow 
that  the  rate  of  mortality  in  the  industrial  department  was 
very)  much  larger  than  the  expected  rate,,  than  1 13.91?  A.  It 
is  much  larger. 
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Q.  Now,  it  is  the  expected  rate  of  mortality  ,that  figures  in 
the  fixing  of  your  premiums?  A.  I  am  under  the  impression 
that  the  table  is  made  up  on  our  own  experience. 

Q.  Well,  but  it  is  your  experience  that  is  transcended  by  the 
actual  fact,  isn't  it?  That  is  when  I  say  your  experience,  I 
mean  the  experience  you  accept  for  the  purpose  of  making 
your  premiums;  or  do  you  make  up  the  gain  and  loss  exhibit 
with  reference  to  expected  mortality  on  a  different  basis  than 
making  your  premiums?  What  I  want  to  get  at  is,  as  Mr. 
Fisk  indicated  to  me,  now,  is  this :  In  your  gain  and  loss  ex- 
hibit insuring  the  expected  mortality,  do  you  take  the  statutory 
experience  table  ?    A.  I  believe  we  do. 

Q.  Do  you  take  that  in  fixing  your  rates  of  premiums  ?  A. 
Mr.  Hughes,  I  think  that  is  a  line  of  inquiry  that  ought  to 
be  addressed  rather  to  the  actuary. 

O.  Now,  between  the  ages  two  and  twelve  and  thirteen,  is 
the  risk  an  increasing  one,  as  it  is  in  cases  of  adult  ages,  or 
a  decreasing  one  ?  A.  Well,  for  a  number,  if  not  all  those  ages, 
I  think  the  risk  is  a  decreasing  one. 

Q.  What  do  you  do  with  regard  to  medical  examinations 
of  applicants  in  the  industrial  department?  A.  Every  risk  writ- 
ten is  seen  by  a  physician. 

Q.  What  do  you  pay  the  physician  for  an  examination  of 
the  risk?  A.  I  don't  know  whether  it  is  twenty-five  or  fifty 
cents. 

-THE  CHAIRMAN: 

What  does  he  mean  by  "seen  by  a  physician"  ? 
Q.   Twenty-five  or   fifty   cents;   well,  have  you  the   exact 
figures? 

MR.  FISK:      Twenty-five  to  some  and  fifty  to  others. 
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BY  MR.  HUGHES: 

Q.  It  is  twenty-five  ?    A.  That  is  the  lowest. 

Q.  As  to  the  Industrial  Department  generally?  A.  That 
is  the  lowest. 

Q.  What  does  the  physician  do  for  the  twenty-five  or 
fifty  cents  that  he  gets  for  seeing  the  applicant?  A.  The  line 
is  drawn  I  believe  at  the  amount  of  insurance  above  which  a 
physical  examination  is  made. 

Q.  What  is  the  line  under  which  no  physical  examination  is 
made,  if  there  be  such  a  line?  A.  I  cannot  answer  positively 
because  in  the  last  few  years  I  have  kept  aside  a  good  deal 
from  the  practical  familiarity  with  that  work. 

Q.  Is  there  a  line  under  which  there  is  no  physical  ex- 
amination? A.  There  is  no  line  under  which  there  is  not 
a  physical  inspection.     There  is  the  child  in  his  teens 

Q.  What  do  you  mean  by  the  child  is  seen?  A.  Seen  by  a 
regularly  appointed  physician. 

Q.  Do  you  mean  simply  looked  at?  A.  Who  sees  the  child 
and  knows  there  is  such  a  child ;  he  sees  it  is  in  health ;  takes 
in  its  surroundings ;  its  parentage  and  all  those  things  which 
would  give  him  a  knowledge  of  it,  as  to  whether  it  was 
a  risk  which  the  company  could  safely  regard  as  Insurable 
or  otherwise. 

Q.  What  distinction  is  there  between  what  he  does  when 
he  sees  an  applicant,  and  what  he  does  when  he  examines 
an  applicant.  A.  When  he  examines  it  he  has  to  cite  certain 
facts,  that  he  has  tested  the  lungs,  made  certain  measurements 
or  done  certain  particular  things,  more  so  than  in  the  case 
of  an  inspection. 

Q.  How  large  a  part  of  your  business  is  written  upon  a 
mere  inspection  by  a  medical  examiner?  A.  I  cannot  say,  but 
it  is  easy  to  ascertain  that. 
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Q.  Can  you  now  point  out  any  particular  ages  or  classes 
of  risks  where  there  is  nothing  but  an  inspection?  A.  I  do  not 
know,  Mr.  Hughes,  the  ages  under  which  the  inspection  ap- 
plies. 

Q.  Are  children  of  two  years  old  inspected  or  examined? 
A.  Inspected. 

Q.  Children  of  seven  years  old.  Are  they  inspected?  Or 
examined? 

MR.  FISKE :  I  have  a  book  here  which  gives  the  exact 
data. 

Q.  Now,  I  am  referred  to  Rule  20  of  instructions  to  medical 
examiners  and  medical  inspectors  issued  by  your  company, 
which  I  understand  states  the  rule  as  to  the  cases  in  which 
a  medical  examination  is  required.  (Handing  book).  A. 
Yes. 

MR.  HUGHES:  I  will  read  this:  "Medical  examinations 
are  required  of  all  adult  lives  where  the  insurance  is  $300  or 
more."  And  to  that  is  appended  this  note :  "The  term 
adult  used  herein  applies  to  a  life  of  ten  years  or  over  next 
birthday.  And  the  term  infant  to  a  life  nine  years  old  or 
under  next  birthday." 

The  rule  proceeds :  "Of  all  colored  lives  over  fifteen  years 
old  next  birthday,  of  all  lives  both  adult  and  infantile  when 
special  benefit  policy  is  applied  for.  See  page  4  and  4-2. 
Medical  inspections  are  required  of  all  adults  not  medically  ex- 
amined." 

Q.  Is  this  the  rule  that  applies  to  the  industrial  department 
exclusively?      A.  I  think  it  does,  sir. 
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O.  So  I  understand  from  that  that  in  a  case  of  any  in- 
surance of  whites  where  the  amount  of  insurance  is  under 
three  hundred  dollars  and  the  special  benefit  policy  is  not 
applied  for,  there  is  not  a  medical  examination,  but  simply  a 
medical  inspection?  A.  That  rule  so  specifies  and  I  believe 
it  does. 

Q.  And  that  where  the  insurance  is  three  hundred  dollars 
or  ove  r  there  is  no  medical  examination  of  lives  under  ten 
years  old  ?      A.  If  that  is  so  specified  as  you  say. 

Q.  Well,  it  does.  That  is  your  understanding  of  the  rule? 
A.  Yes. 

Q.  The  rule  as  to  medical  inspection  I  am  referred  to  is 
Rule  30  in  the  same  book,  as  follows :  "The  purpose  of  an 
inspection  by  a  physician  is  of  course  evident."  Is  there 
anything  else  as  to  what  it  shall  be?  A.  I  don't  think  I  quite 
comprehend  the  question,  Mr.  Hughes. 

O.  I  was  looking  for  the  instruction  as  to  what  should  be  em- 
braced in  a  medical  inspection  as  distinguished  from  an  examina- 
tion, and  following  what  I  have  just  read  I  did  not  note  any  par- 
ticular instruction,  and  I  wanted  you  to  point  out  so  that  I 
might  not  overlook  it,  any  instruction  there  might  be.  ^ 

MR.  FISKE:      Look  at  Section  30. 

MR.  HUGHES  :     That  is  the  one  I  have  just  read. 

THE  WITNESS: 

That  refers  to  a  certain  form,  556,  to  be  used  in  cases  of 
medical  inspection. 

Q.  That  they  are  to  fill  out?  A.  Yes.  This  contains  name, 
age,  residence,  place  of  birth,  together  with  the  amount  of 
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insurance  applied  for,  the  premium  to  be  paid,  and  information 
as  to  the  previous  insurance  in  this  or  other  companies.  The 
application  contains  no  warranty  and  sets  forth  no  facts  re- 
specting the  condition  or  family  of  the  insured.  The  appli- 
cation is  followed  by  a  certificate  signed  by  the  agent  that 
the  application  was  signed  in  his  presence,  that  he  has  per-' 
sonally  seen  the  person  proposed,  and  that  he  appears  to  be 
in  sound  health,  and  of  the  age  stated  and  that  the  occupation 
has  no  connection  with  the  manufacture  of  beer  Or  liquors 
except  where  stated  in  the  application.  It  further  contains 
a  certificate  signed  by  the  agent  that  the  applicant  has  stated 
to  him  that  the  life  has  never  been  rejected  by  this  or  any 
other  compan}-,  he  has  always  been  in  good  health,  has  never 
been  treated  by  any  physician  for  any  serious  disease  and  has 
had  a  good  family  history.  The  form  of  policy  issued  upon 
this  application  gives  the  policyholder  two  weeks  within  which 
to  examine  and  return  the  policy  and  get  back  his  premium, 
if  the  policy  conditions  be  unsatisfactory. 

Q.  I  am  dealing  simply  with  what  the  medical  examiner  has 
to  do.  I  undei'stand  from  this  that  the  application  contains 
a  statement  by  the  agent  that  the  applicant  has  stated  to  him 
certain  facts  ?       A.  Yes. 

Q.  So  far  as  the  medical  inspection  is  concerned  nothing 
further  is  given  to  the  physician  by  way  of  an  instruction 
except  that  the  purpose  of  the  inspection  is  evident?  A.  Can 
I  ask  whether  you  have  an  instruction  book  to  physicians 
which  sets  forth  that? 

MR.  FISKE :      The  book  is  produced. 

Q.  My  statement  is  correct,  is  it  not  ?  The  only  thing  there  in 
the  way  of  an  instructidn  is  that  the  object  of  the  inspection  is 
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.  evident.     The  rest  relates  to  Vi^hat  the  application  shall  state  on 
the  part  of  the  agent  as  to  what  has  been  said  to  him?     A.  Yes. 

Q.  Then  this  rule  30  has  in  the  last  clause  this,  which  I  think 
will  bring  out  the  whole  matter  quite  clearly :  "In  any  case 
where  the  appearance  of  the  applicant  would  seem  to  demand  it, 
or  where  the  surroundings  or  other  circumstances  render  you 
suspicious,  you  may  make  such  examination  or  inquiry  as  your 
prudence  may  suggest.  The  applicant  is  yours  to  examine  or 
question  as  may  be  deemed  most  expedient.  You  will  record  on 
the  form  all  results  of  your  examination  or  further  questioning. 
Whenever  you  cannot  recommend  the  acceptance  of  the  risk, 
you  will  briefly  state  your  reason.  Thus,  in  cases  in  which  con- 
sumption appears  in  the  family  history,  or  a  history  of  pneumonia, 
or  pleurisy,  or  bronchitis,  is  given,  a  careful  examination  of  the 
lungs  should  be  made,  or  where  the  proposed  insured  admits  an 
attack  of  rheumatism,  the  heart  should  be  thoroughly  examined, 
and  a  brief  summary  of  the  result  given.  The  purpose  of  this 
inspection  can  be  summed  up  in  the  statement  that  we  desire 
to  insure  as  large  a  number  of  good  risks  as  is  possible  and  at 
as  small  an  expense  of  time,  labor  and  annoyance  to  the  examiner 
and  examined  as  may  be." 

Q.  Now,  I  think  I  have  stated  all  there  is  to  be  said  on  the 
subject.     That  is  right,  is  it  not?     A.  Yes. 

Q.  You  send  the  medical  examiner  in  under  terms  which  en- 
title him  to  twenty-five  cents  or  fifty  cents  for  the  inspection. 
Does  he  get  that  for  the  inspection,  twenty-five  cents  or  fifty  cents  ? 
A.  I  think  he  gets  twenty-five  cents  for  the  inspection. 

Q.  You  send  him  in  then  with  a  fee  of  twenty-five  cents  for 
the  inspection,  instructed  to  see  the  child,  and  if  anything"  serious 
appears  upon  such  inspection  to  make  such  examination  as  would 
be  prudent,  stating  to  him  that  the  purpose  is  that  you  want  to 
insure  as  large  a  number  of  good  risks  as  possible,  and  at  as 
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small  an  expense  of  time,  labor  and  annoyance  to  the  examiner 
and  examined  as  may  be  ?     A.  That  is  correct. 

O.  Now,  have  you  made  any  examination  in  view  of  the  very 
heavy  rate  of  mortality  in  the  Industrial  Department,  in  order 
to  determine  what  sort  of  an  inspection  is  actually)-  made  by  your 
medical  examiners?     A.  Have  I  made  such  an  examination? 

Q.  Yes,  investigation,  inquisition,  if  you  will?  A.  The  com- 
pany, I  believe,  has. 

Q.  Well,  have  you — what  has  been  done  with  regard  to  that, 
have  you  any  officers  or  bureaus  of  inspection,  of  medical  examina- 
tions?    A.  We  have  a  Medical  Department,  quite  a  large  one. 

Q.  Do  the  statistics  and  the  rate  of  mortality  show  to  you 
that  your  risks  in  the  Industrial  Department  have  been  carefully 
examined?  A.  I  can  hardly  answer  that  question,  either  affirma- 
tively or  negatively.  We  believe  that  the  work  has  been  thor- 
oughly done. 

Q.  Well,  it  has  not  been  so  thoroughly  done  but  that  you  have 
been  very  much  disappointed  in  your  actual  mortality  experi- 
ence?    A.  I  would  not  say  that. 

MR.  LINDABURY:  It  is  just  the  other  way.  It  is  better 
than  the  average,  and  the  statistics  prove  it. 

MR.  HUGHES  :  Well,  let  us  have  the  facts  as  to  that.  There 
is  a  suggestion  here  that  the  rate  of  mortality  is  better 

MR.  LINDBAURY:     Better  than  the  average. 


MR.  HUGHES:     Better  than  the  average  of  what? 


MR.  LINDABURY :     Of  the  ages. 

Q.  What  is  meant  by  this  suggestion  that  comes  to  me,  that 
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the.  mortality  is  better  ?  A.  That  the  mortality  is  better  than  it 
was  before  we  adopted  the  practice  of  the  examination  or  in- 
spection of  those  risks. 

BY  MR.  COX: 

Q.  Was  there  a  time  when  you  did  not  even  make  the  inspec- 
tion that  you  do  now?  A.  There  was  a  time  when  we  did  not 
examine  or  inspect  risks  under  a  certain  age. 

Q.  How  long  ago  was  that?  A.  I  cannot  say  how  many 
years. 

Q.  Several  years?    A.  Yes. 

MR.  LINDABURY:     1896,  I  think. 

THE  WITNESS :  Some  nine  or  ten  years  ago,  up  to  that 
time. 

BY  MR.  HUGHES: 

Q.  From  what  has  been  handed  me,  I  judge  that  the  sugges- 
tion that  the  rate  of  mortality  was  better  than  the  average,  means 
that  the  rate  of  mortality  among  the  risks  that  you  insured  is 
better  than  the  average  rate  of  mortality  in  the  country.  A. 
Among  the  same  kind  of  risks. 
•Q.  Taking  the  unexamined,  the  entire  list. 

MR.  LINDABURY:     The  same  ag'es. 

Q.  The  same  ages,  of  course.  In  other  words,  that  if  the  rate 
of  mortality  among  children  of  two  years  is  in  the  general  popu- 
lation 57.6  per  cent.,  your  rate  of  mortality  is  49.37? 
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MR.  LINDABURY:    For  the  same  age. 

MR.  HUGHES :     I  have  said  for  the  same  age,  of  two  years. 

THE  WITNESS :  It  has  been  shown  that  the  rate  of  mor- 
tality among  insured  Hves  is  less  than  that  among  the  general 
population  for  the  same  ages. 

Q.  That  is  what  is  meant,  better  than  the  average.  You  meant 
it  was  better  than  the  average,  taking  the  rate  of  mortality  among 
the  general  population  of  the  country  at  a  given  age?    A.  Yes. 

THE  WITNESS:  Mr.  Hughes,  can  I  interpose  something 
here,  and  ask  you  a  question? 

Q.'Yes.  A.  What  you  are  after  in  this  investigation  along 
the  line  of  questions  you  are  propounding  to  me  now  is  for  facts. 
You  have  in  your  mind  certain  things  you  want  to  know  and  I 
am  as  anxious  as  you  are  to  get  them.  The  channel  through 
which  those  facts  come  to  you  is,  I  take  it,  not  material,  whether 
it  comes  from  Mr.  Fiske  or  Mr.  Craig  or  myself  or  the  one  most 
competent  to  state  them.  Our  business  is  one  of  great  detail. 
Up  to  a  few  years  ago  I  knew  everything  that  was  going  on  and 
had  a  hand  in  everything,  but  the  business  some  time  ago  far 
outgrew  me  and  all  these  matters  along  the  line  of  which  you  are 
speaking  I  dropped  several  years  ago.  I  have  a  general  knowl- 
edge of  what  is  going  on  and  I  am  consulted  as  to  what  is  going 
on  that  amounts  to  anything,  but  Mr.  Fiske  is  the  practical  man- 
ager of  the  business  with  his  assistant,  Mr.  Craig,  and  others. 
Various  changes  are  made  from  time  to  time  in  the  company  and 
there  is  a  mass  of  details  which  it  would  be  impossible  for  me 
to  keep  posted  about,  therefore  I  must  betray  an  ignorance  which 
ten  years  ago  I  would  have  been  a  little  embarrassed  over.     Our 
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operations  are  not  so  great  that  I  cannot  carry  these  things,  but 
there  are  others  who  will  answer  every  question  that  you  care 
to  put,  and  I  would  prefer  that  these  things  be  left  to  Mr.  Craig 
or  Mr.  Fiske  when  you  put  them  on  the  stand,  and  then  if  there 
is  anything  that  I  can  do  to  aid  you  when  they  are  through  I  will 
be  glad  to  be  of  assistance. 

Q.  Whenever  we  have  an  inquiry  that  you  cannot  answer,  if 
you  will  just  say  so  we  will  have  another  witness  answer,  it. 
A.  Yes. 

Q.  But,  of  course,  you  are  the  president  of  the  company,  and 
the  inquiries  I  am  making  are  very  general  in  their  nature,  and 
I  would  like  to  have  the  benefit  of  your  knowledge  so  far  as  you 
possess  it.  A.  In  the  early  days  I  knew  everything  that  was 
going  on  and  framed  these  instruction  books  and  had  a  hand 
in  all  these  thing's  you  are  reading,  but  I,  of  necessity,  had 
to  give  it  up  long  ago,  and  I  make  this  suggestion  now  simply  for 
the  sake  of  saving  time. 

O.  The  net  result,  as  I  understand  it,  on  a  comparison  between 
your  experience  as  to  rates  of  mortality  in  the  insurance  depart- 
ment and  the  rate  of  mortality  according  to  the  United  States  ot 
1880  in  the  general  population  and  in  cities  is  shown  in  this  table 
Mr.  Fiske  has  handed  me?     A.  Yes. 

MR.  HUGHES :     I  offer  it  in  evidence. 

(Paper  admitted  in  evidence  and  marked  Exhibit  308.) 

Q.  What  is  Farr's  table?  A.  That  is  an  English  table  com- 
piled by  Dr.  Farr. 

O.  Showing  the  rate  of  mortality  in  the  general  population 
in  England?  A.  I  am  not  sure  what  it  is  based  upon,  whether 
upon  the  general  population — I  believe  it  is  from  general  popula- 
tion, however. 
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Q.  It  would  appear  from  this  that  while  the  rate  of  mortality 
in  the  Metropolitan  was  49.37  per  cent,  at  the  age  of  2  against 
57.6  of  the  general  population  at  age  2,  showing  a  less  rate  per 
thousand,  in  the  case  of  age  3  the  Metropolitan  rate  was  32.01  per 
cent,  against  29  per  cent,  of  that  age  in  the  general  population. 
Have  you  any  more  recent  table  than  this  showing  your  experi- 
ence?    A.  Not  that  I  am  aware  of. 

Q.  What  is  the  date  of  this? 

MR.  FISKE:     1896,  Mr.  Craig  informs  me. 

O.  Let  us  take  up  as  the  next  kind  of  industrial  insurance  after 
the  consideration  of  a  moment  ago  of  the  adult  whole  life,  what 
is  called  the  increasing  life  and  endowment  table  of  rates  shown 
on  Exhibit  307,  of  rates  from  age  10  to  70.  What  is  the  endow- 
ment period  according  to  that  table?  A.  It  runs  from  10  to  70 
years,  as  I  understand  it. 

Q.  So  that  one  insured  at  the  age  10  on  that  plan  has  an  en- 
dowment period  which  terminates  at  age  70?     A.  Yes. 

O.  And  one  insured  at  age  20  has  an  endowment  period — no, 
that  is  not  right,  I  think.     A.  Well  I 

Q.  They  all  terminate,  all  the  endowments  terminate  at  79  ? 

MR.  FISKE :     For  adults,  for  those  over  10. 

O.  The  endowment  period  at  age  10  is  70,  is  it  not? 

MR.  FISKE:  They  all  terminate  at  ag-e  79,  from  10  years 
upward.     Under  that  they  terminate  at  a  less  number  of  years. 

MR.  HUGHES :  I  am  talking  about  the  table  which  begins 
with  age  10. 
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MR.  FISKE:  If  that  is  clear,  yes.  They  all  terminate  at 
age  79. 

Q.  Taking  this  increasing  life  and  endowment  table  of  rates 
which  runs  from  age  10  to  70  inclusive,  the  endowment  periods 
all  terminate  at  age  79?     A.  So  I  believe. 

Q.  And  until  age  79  the  policy  does  not  mature  except  by 
death?     A.  That  is  not  right. 

Q.  If  all  of  the  endowment  periods  have  to  reach  age  79  what 
is  the  maturity  of  the  policy  earlier  except  by  death  or,  of  course, 
lapsing?     A.  You  will  have  to  ask  that  question  of  Mr.  Fiske. 

Q.  Is  it  not  a  fact,  looking  at  your  class  of  insurance,  increas- 
ing life  and  endowment  plan,  that  the  endowment  period  of  all 
periods  of  10  and  upwards  extends  to  the  age  of  79?  A.  It  so 
appears. 

Q.  What  is  the  object  of  fixing  an  endowment  policy  which  has 
an  endowment  period  running  to  the  age  of  79?  A.  One  object 
would  be  in  order  that  there  may  be  a  limit  to  the  insurance. 

Q.  Of  course  you  have  some  policies  I  suppose  which  have 
matured  under  that  plan,  do  you  know?  If  you  do  not  know,  if 
you  will  just  say  so?     A.  I  do  not  know,  Mr.  Hughes. 

Q.  Do  you  know  of  the  reason  which  led  to  the  adoption  of 
this  plan  of  insurance,  what  were  the  advantages  which  were  sup- 
posed to  inhere  in  it,  what  were  the  advantages  in  the  rates  of 
premiums  paid,  of  benefits  allowed  which  would  induce  one  prop- 
erly posted  to  insure  upon  an  increasing  life  and  endowment  table 
where  the  endowment  period  expired  at  age  79?  A.  I  don't 
recollect  them,  Mr.  Hughes,  but  my  associates  will  state  them 
to  you. 

Q.  We  have  here  another  kind  of  insurance,  infantile  endow- 
ment table,  based  on  a  weekly  premium  of  10  cents,  under  which 
it  appears  that  policies  issued  at  age  2  were  in  47  years,  at  age 
3  in  forty-eight  years,  at  age  4  in  forty-nine  years  and  so  on 
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until  policies  issued  at  the  age  of  9  mature  in  68  years.  What  is 
the  supposed  advantage,  either  to  the  policyholder  or  to  the  com- 
pany, of  having  infantile  endov^^ment  periods  or  an  infantile  en- 
dowment plan  with  such  extended  endowment  terms?  A.  That 
is  a  question  you  will  have  to  submit  to  the  actuarial  department. 

O.  Do  you  know  what  the  rate  of  premium  is  under  the  in- 
creasing life  and  endowment  table  for  a  given  amount  of  insur- 
ance at  a  given  age  as  compared  with  similar  insurnace  benefits 
in  the  ordinary  department?     A.  I  never  made  the  calculation. 

Q.  The  rates  are  largely  in  excess  of  the  ordinary  rates,  are 
they  not?     A.  They  are  somewhat  in  excess. 

Q.  That  is  true  also  of  the  infantile  endowment  table?  A,  I 
assume  it  to  be  so.  All  business  involving  the  machinery  of  this 
industrial  insurance  must  of  necessity  require  a  much  higher 
premium. 

Q.  I  asked  you  a  moment  ago  with  regard  to  that  matter  of 
inspection  a  question  which  seems  to  require  some  cor- 
rection, and  that  was  with  regard  to  the  insurance  of  persons 
under  ten,  for  more  than  three  hundred  dollars.  The  amount  for 
which  persons  under  ten  years  can  be  insured  is  fixed  by  law,  is 
it  not?     A.  Yes. 

Q.  And  those  amounts  are  less  than  three  hundred  dollars,  ac- 
cording to  the  law?     A.  Yes. 

Q.  I  find,  according  to  your  growth  in  business,  that  beg'inning 
with  the  year  1900,  for  example,  )'0U  had  an  outstanding  insur- 
ance of  nine  hundred  and  twenty-three  million  eight  hundred  and 
seventy-seven  tliousand,  nine  hundred  and  seventeen  dollars.  Now, 
between  January  i,  1900,  and  December  31,  1904,  or  as  I  have 
given  the  figures*  for  1900,  taking  between  January  i,  1901,  and 
December  31,  1904,  how  much  new  insurance  did  you  write?  A. 
By  the  statement  before  me  I  cannot  tell,  but  I  can  answer  as  to 
the  amount  in  force  at  the  end  of  1904. 

Q.  That  is  not  what  I  want  at  the  moment.     I  want  the  amount 
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of  new  business  which  has  been  written  from  January  i,  1901, 
to  December  31,  1904,  approximately?  A.  I  have  no  figures  here 
by  which  I  can  give  it. 

Q.  Well,  I  find  from  the  blue  book  that  your  new  business  for 
the  years  1900  to  1904,  inclusive,  was  as  follows: 

1901. 

Industrial  Department $296,606,312 

Ordinary  Department 84,334,849 

1902. 

Industrial  Department $312,990,338 

Ordinary  "Department .  .  •. 101,812,141 

1903. 

Industrial  Department $297,968,863 

Ordinary  Department 100,920,21 1 

1904. 

Industrial  Department $305,258,155 

Ordinary  Department 131,312,194 

Q.  That  is  approximately  $1,600,000,000,  is  it  not,  of  new 
business  ?     A.  I  cannot  vouch  for  the  accuracy  of  those  figures. 

Q.  Well,  they  are  subject  to  correction  if  it  turns  out  that  any 
of  them  are  wrong.  A.  I  can  give  you  the  exact  figures  from  the 
actuary's  department. 

Q.  Of  course,  if  they  are  wrong'  we  can  correct  them,  but  so 
far  as  I  have  looked  at  the  figures  from  your  statement  they 
seem  to  be  correct.  Then  as  we  have  seen,  at  the  beginning  of 
1901  or  the  end  of  1900  you  had  in  force  $923,877,917,  did  you 
not?     A.  Yes,  correct. 

Q.  Taking  the  amount  of  insurance  in  force  a*  the  end  of  1900 
and  the  amount  of  new  insurance  written  at  that  time,  you  have 
a  total  approximately  of  $2,500,000?     A.  Apparently. 

Q.  Your  insurance  in  force  at  the  end  of  1904,  however,  is  in 
toto  $1,470,424,281?    A.  So  it  appears. 
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Q.  So  between  January  i,  1901,  and  December  31,  1904,  ap- 
proximately $1,000,000,000  of  insurance  written  by  your  com- 
pany has  gone  off  the  books  in  some  way?  A.  I  would  answer 
that  by  saying  this,  except  that  a  great  deal  of  it  has  come  back. 

Q.,  You  mean  reinsured  later?     A.  Yes. 

Q.  Well,  I  suppose  that  would  be  met  by  others  going  oflf, 
and  we  would  not  get  anywhere  by  that.  What  I  want  to  call 
your  attention  to  is  simply,  taking  the  amount  in  force  at  the 
end  of  1900  and  adding  to  that  the  insurance  since  that  as  com- 
paring it  with  the  total  amount  in  force  at  the  end.  of  1904,  we 
find  that  about  a  billion  dollars  of  insurance,  roughly  stating, 
has  in  some  way  been  disposed  of.  Now,  of  course  a  good  deal 
of  it  has  come  to  maturity  and  has  been  paid  either  by  maturity 
and  payment  on  death  losses,  on  the  expiration  of  an  endowment 
term,  but  a  good  deal  of  it  must  have  lapsed,  and  that  brings 
us  to  the  question  of  the  ratio  of  lapses  in  your  company  as  to 
which  you  have  been  good  enough  to  give  rtie  a  statement.  It 
is  proper  I  should  put  upon  the  record  my  request  with  refer- 
ence to  that  and  the  reply  so  far  as  lapses  are  concerned,  so 
that  the  nature  of  the  data  presented  may  be  understood.  My 
request  was  for  the  total  lapses  each  year  for  the  years  1900  to 
1904,  inclusive,  separately  stated  as  to  the  industrial  department 
and  the  ordinary  department,  also  the  average  rate  of  lapses 
during  the  said  years,  as  follows : 

Rate  of  lapses  in  first  three  months  after  insurance  written. 
Rate  of  lapses  in  second  three  months  after  insurance  written. 
Rate  of  lapses  in  third  three  months  after  insurance  written. 
Rate  of  lapses  in  fourth  three  months  after  insurance  written. 
Rate  of  lapses  in  second  year  after  insurance  written. 
Rate  of  lapses  in  third  year  after  insurance  written. 
Rate  of  lapses  in  fourth  year  after  insurance  written. 
Rate  of  lapses  in  fifth  year  after  insurance  written. 
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The  reply  of  the  actuary  of  your  company  after  stating  the 
request  says,  "In  reply  to  this  request  permit  us  to  say  that  our 
policy  accounts  are  not  kept  in  such  a  manner  as  to  be  able  to 
report  the  rate  of  lapse  in  the  divisions  of  time  as  stated  by  you. 
The  accounts  are  kept  by  calendar  years,  and  we  are  only  able 
therefore  to  report  the  rate  of  lapse  in  each  calendar  year.  Lapses 
for  this  purpose  include  all  cancellations  outside  of  not-taken 
policies. 

"Some  time  ago  we  did  take  one  week's  industrial  issue  from 
each  month  in  the  year  1903  and  followed  this  issue  through  a 
period  of  twelve  months  with  the  following  result: 

Rate  of  lapse  in  first  three  months  after  date  of  issue,  35.40. 
Rate  of  lapse  in  first  six  months  after  date  of  issue,  43.57. 
Rate  of  lapse  in  nine  months  after  date  of  issue,  48.28. 
Rate  of  lapse  in  twelve  months  after  date  of  issue,  51.46. 

With  this  explanation  we  enclose  schedules  showing  the  rate 
of  cancelled  to  issue  for  the  five  years  from  1900  to  1904,  in- 
clusive, in  the  ordinary  and  industrial  departments,  stated  sep- 
arately. 

MR.  HUGHES :  I  now  offer  in  evidence  the  schedules  re- 
ferred to  in  the  letter. 

First,  the  schedule  of  the  ordinary  department  and  next  of  the 
industrial  department. 

(Papers  marked  Exhibits  309  and  310,  respectively.) 

Q.  I  understand  that  those  percentages  in  each  case  are  the 
percentages  of  the  policies  issued?     A.  Yes;  so  I  understand. 

Q.  In  the  actuary's  letter  with  reference  to  the  statement  of  the 
experience  by  taking  one  Week's  industrial  issue  from  each  month 
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in  the  year  1903  it  is  said  that  the  rate  of  lapse  in  twelve  months 
after  date  of  issue  was  51.46  per  cent. 

In  the  statement  that  is  given  the  lapses  for  the  first  year  of 
insurance  on  the  issue  of  1903  is  stated  to  be  33.95. 

MR.  FISKE:  One  is  policy  year  and  the  other  is  calendar 
year. 

MR.  HUGHES :     I  am  going  to  bring  that  out. 

Q.  Now,  the  difference  between  those  two  is  that  in  the  case 
of  the  Exhibit  310  you  have  stated  the  percentage  of  cancella- 
tions in  the  calendar  year  ?     A.  Yes,  sir. 

Q.  Whereas  in  this  statement  of  the  actuary's  letter  of  in- 
dustrial experience  you  have  stated  the  rate  of  lapses  for  twelve 
months  after  the  date  of  issue,  that  is,  the  policy  year?  A.  I 
believe  that  is  correct. 

Q.  Did  you  have  any  reason  to  suppose  that  the  rate  of  lapses 
according  to  policy  years  or  year  or  policy  month  as  shown  by 
your  table  for  1903  and  given  in  the  actuary's  letter  was  excep- 
tional or  was  that  accepted  by  your  company  as  a  fair  criterion 
for  a  period  of  years?  A.  The  letter  was  accepted  by  the  com- 
pany as  a  fair  criterion. 

Q.  You  thought  that  by  taking  one  year  and  taking  each  week 
in  the  way  you  had  and  g'etting  the  rate  of  lapses  for  these  vari- 
ous periods  you  got  a  basis  upon  which  you  could  fairly  judge 
of  the  rate  of  lapsing  according  to  policy  periods  ?  A.  Well,  the 
actuary  thought  so,  and  in  his  judgment  we  have  confidence. 

Q.  Yes,  that  is  what  I  mean.  According  to  that  then  it  would 
appear  that  in  the  first  policy  year  51  per  cent,  and  over  of  all  the 
policies  written  are  cancelled?     A.  If  that  statement  so  says. 

Q.  Here  is  the  paper.     A.  My  answer  is  yes. 
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Q.  That  is  are  cancelled  in  one  year,  within  the  twelve  months 
from  the  date  of  issue?     A.  Yes. 

Q.  Now,  in  the  gain  and  loss  exhibit  of  your  company,  as  pub- 
lished in  the  Wisconsin  insurance  report  of  1905,  being  the  gain 
and  loss  exhibit  for  the  year  1904,  or  rather  in  the  statement  of 
the  company  for  the  year  1904,  appears  a  statement,  of  the  total 
number  and  amount  of  policies  in  your  industrial  department 
which  ceased  to  be  in  force  in  1904,  which  I  will  read  upon  the 
record : 

By  death,  No.  116,419.     Amount,  $12,197,815. 
By  expiration,  No.  475.     Amount,  $23,047. 
By  surrender,  No,  61,220.     Amount,  $9,151,338. 
By  lapse.  No.   1,223,832.     Amount,  $215,963,630. 
By  change.  No.  229.     Amount,  $5,923.     Total  terminated.  No. 
1,402,475.     Amount,  $237,244,763. 

THE  WITNESS:     Did  you  ask  me  if  that  was  correct? 

Q.  Well,  that  is  taken  from  the  Wisconsin  report,  and  if  there 
is  any  inaccuracy  in  it  I  will  be  glad  to  have  you  bring  it  to  our 
attention.  A.  I  presume,  if  it  is  a  transcript  from  what  we  furnish 
it  is  correct. 

Q.  Now,  on  these  industrial  policies  that  lapse  within  twelve 
months  from  the  date  the  insurance  is  written,  what  is  paid  to 
the  policyholder  in  the  way  of  a  surrender  value?     A.  Nothing. 

Q.  What  is  given  to  the  policyholder  in  the  way  of  a  paid-up 
policy?     A.  Nothing. 

Q.  Can  you  furnish  me  with  a  statement  of  the  amount  of 
money  which  has  been  received  from  policyholders  when  policies 
had  lapsed  without  the  policyholder  getting  any  return  even  in 
the  way  of  a  paid-up  policy,  or  of  cash  surrender  value — would 
that  be  practical,  do  you  know  whether  that  would  be  practical 
to  furnish  such  a  statement?    A.  I  am  afraid  it  would  not. 
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Q.  Why  not?  A.  I  don't  think  our  books  are  kept  so  as  to 
show  that. 

Q.  I  have  asked  you  to  give  me  a  statement  of  surrender  value 
and  the  scale  of  surrender  values  allowed  by  your  company.  My 
request  was  as  follows :  Scale  of  surrender  values  for  all  dura- 
tions, giving  a  separate  statement  as  to  industrial  policies,  and 
ordinary  policies  on  insurance  issued  at  age  twenty-one.  The 
answer  of  the  actuary  is  as  follows : 

"Surrender  values.  Scale  of  surrender  values  for  all  durations, 
giving  a  separate  statement  as  to  industrial  policies  and  ordinary 
policies  on  insurance,  issued  at  age  twenty-one.  In  the  Industrial 
Department  no  cash  values  are  promised,  except  on  adults' 
twenty-year  endowments.  We  assume  that  your  question  relates 
to  cash  surrender  values  and  inclose  a  list  of  such  values  on  all 
policies  for  all  years  up  to  twenty  years  issued  at  age  of  twenty- 
one." 

I  offer  in  evidence  the  schedule  as  furnished,  which  can  be 
placed  upon  the  record. 

(Paper  marked  Exhibit  No.  311.) 

Q.  This  sheet  gives  surrender  values  of  various  classes  of  poli- 
cies in  the  ordinary  and  intermediate  departments,  it  gives  no 
statement  of  surrender  values  in  the  Industrial  Department,  save 
in  the  case  of  twenty-year  endowment  policies,  for  the  reason  that 
as  I  understand  it  from  the  actuary's  letter,  no  cash  surrender 
values  are  allowed  on  any  industrial  policies  other  than  the 
twenty-year  endowment.  That  is  a  fact?  A.  That  is  a  correct 
understanding. 

Q.  The  actuary's  letter  says  that  no  surrender  values  are  prom- 
ised. Is  there  any  significance  to  the  word  "promise"  as  dis- 
tinguished from  "give" — are  there  any,  in  fact,  given  ?    Mr.  Fiske 
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interpolates  that  they  often  do  give  surrender  values.  Can  you 
tell  me  the  total  amount  given  in  the  way  of  surrender  values  for 
the  year  1904  on  policies  which  lapsed  in  the  Industrial  Depart- 
ment, apart  from  the  twenty-year  endowment?  A.  I  cannot,  but 
I  can  get  it  for  you. 

Q.  Well,  I  notice  that  the  total  amount  paid  in  1904  on  surren- 
der policies  in  all  your  departments  was  $657,816.  Now,  how 
much  of  that  was  on  industrial  insurance,  apart  from  industrial 
twenty-year  endowments?  A.  Without  recourse  to  the  books  I 
cannot  answer. 

Q.  Well,  a  very  small  per  cent.,  was  it  not?    A.  I  should  say  so. 

Q.  From  your  gain  and  loss  exhibit  for  the  year  1904,  as  stated 
in  the  blue  book,  I  find  that  in  your  statement  of  reserves  and 
dividends  realized  by  surrender  and  lapse,  the  amount  of  reserves 
and  dividends  realized  by  surrender  and  lapse  is  stated  at  $4,107,- 
844,  and  the  surrender  and  lapsed  values  were  stated  at  $1,075,- 
919,  showing  a  ratio  of  26.19  reserves  returned  on  surrender  and 
lapses.  I  notice  that  a  similar  ratio  in  the  case  of  the  New  York 
Life  is  83.93  per  cent.,  in  the  case  of  the  Mutual  Life  of  New 
York  is  63.15,  in  the  case  of  the  Equitable  of  New  York  is  87.67 
per  cent.  What  is  the  explanation  for  such  a  small  amount  of 
surrender  and  lapsed  values  allowed — that  is,  such  a  small  percent- 
age of  the  reserves  and  dividends  realized  which  is  allowed  by 
your  company  in  surrender  values.  A.  You  will  have  to  make 
that  inquiry,  Mr.  Hughes,  of  the  Actuarial  Department. 

Q.  It  can  hardly  be  explained  with  reference  to  the  industrial 
insurance,  I  should  assume,  because  the  same  percentage  in  the 
case  of  the  John  Hancock  is  83.83  per  cent,  as  against  your  26.19, 
and  the  two  low  companies  in  that  regard  being  your  company, 
being  26.19  per  cent.,  and  the  Prudential,  33.64  per  cent.?  A. 
That  all  can  be  explained  to  your  entire  satisfaction  if  you  strike 
the  right  sources,  those  who  are  familiar  with  that  branch  of  the 
work. 
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Q.  We  find  that  last  year  exclusive,  that  is,  the  year  1904,  ex- 
clusive gains  in  market  value  of  securities,  the  entire  gains  of 
your  company  were  $2,620,681,  which  are  stated  to  have  been 
made  up  as  follows : 

Gains  from  loading $1,932,105 

Gain  from  surrender  and  lapsed  policies 3,931,925 

Gain  from  surplus  entries 116,935 

Loss  from  mortality 1,560,414 

Leaving  as  a  net  gain 2,620,681 

From  that  it  would  appear  that  what  enables  you  to-show  a  gain 
last  year  in  the  total  operations  of  your  business,  apart  from  in- 
crease in  market  values,  was  the  gain  on  the  surrender  values 
allowed.  Are  you  sufficiently  acquainted  with  the  cost  of  the 
business  of  the  company  to  say  whether  that  is  a  fact?  A.  I  am 
not  competent  to  testify  on  that,  Mr.  Hughes. 

Q.  It  is  proper  in  connection  with  the  statement  of  the  reserves 
realized  on  surrendered  and  lapsed  policies,  stated  in  the  gain 
and  loss  exhibit  to  amount  to  $4,107,844,  that  of  that  amount 
$1,635,280,  as  appears  from  the  Wisconsin  report,  was  from  pol- 
icies upon  which  three  years  premiums  had  not  been  paid.  I 
understand  it  is  just  to  your  company  that  that  should  appear. 
A.  Yes. 

Q.  But  it  would  seem  to  be  the  fact  from  these  figures  that 
have  been  presented,  that  if  you  had  allowed  in  the  surrender 
values  and  lapsed  values  as  large  a  percentage  in  cash  returns  as 
some  other  companies  allowed,  you  would  have  had  a  very  small 
sui  plus  for  the  year — ^practically  that  your  large  gain  for  the  year 
came  through  the  failure  to  give  a  very  large  percentage  on  sur- 
render values.  Now,  is  it  a  fact  that  that  is  the  course  of  your 
business  of  your  company,  or  cannot  you  answer  it?    A.  I  would 
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rather  you  would  propound  that,  Mr.  Hughes,  to  the  Actuarial 
Department.  I  am  sure  you  will  get  all  the  satisfaction  you  want. 
Q.  I  should  like  to  be  able  to  ascertain  if  you  or  your  actuary 
can  furnish  the  information  what  proportion  of  the  premiums  paid 
your  company  come  from  policyholders  who  get  nothing  back 
because  surrender  values  in  the  Industrial  Department  except 
on  one  class  of  policies  are  not  promised,  or  except  to  a  very 
small  extent  given — cannot  be  figured  out?  I,  of  course,  mean 
apart  from  the  advantage  of  the  carrying  of  the  insurance  during 
the  time  their  policies  are  in  force,  but  who,  as  a  matter  of  fact, 
having  lapsed  and  getting  no  surrender  value,  have  not  received 
in  any  other  way  than  the  carrying  out  of  the  insurance  while 
thefr  policies  were  in  force,  a  return?  Now,  if  it  is  practicable 
to  figure  that  amount  I  would  like  it. 

MR.  LINDABURY :  They  have  caused  the  company  an  ex- 
penditure greater  than  the  company  has  received — greater  than 
the  amount  they  paid  to  the  company. 

MR.  HUGHES :  That  is  another  phase  of  the  matter  as  to 
the  amount  of  the  company's  expenses  which  I  was  going  to  in  a 
moment,  but  looking  at  it  now  from  the  standpoint  of  the  policy- 
holder who  pays  in  his  money  so  much  a  week  right  along,  and 
then  is  unable,  or  does  not  carry  his  policy,  I  wanted  to  know 
what  amount  of  the  premium  you  get  from  that  class? 

MR.  LINDABURY :  He  pays  ten  cents  and  gets  weekly  in- 
surance and  gets  an  extension  of  five  weeks  to  pay  up,  and  don't 
pay,  then  gets  five  or  six  weeks'  insurance  for  one  week  during 
the  paying  and  the  company  spends  more  money  than  they  have 
got. 

MR.  HUGHES :     That  is  argument  as  to  the  returns,  but  it 
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is  the  fact  I  want  as  to  how  much  money  comes  in  from  those 
people  who  get  no  returns  except  the  fact  that  the  insurance  is 
carried  ? 

MR.  LINDABURY :  Because  he  Uves  beyond  the  time  and 
allows  the  policy  to  expire. 

j\'IR.  HUGHES :  Before  I  leave  this  matter  there  is 
another  table  which  you  have  furnished  that  I  will  introduce,  and 
that  is  the  distribution  of  the  insurance  in  force  in  December, 
1904,  showing  the  various  classes  of  policies  which  make  up  the 
total  insurance  in  force.  I  oflfer  the  schedule  given  by  your 
company  in  evidence. 

(Paper  marked  Exhibit  312.) 

Q.  From  this  it  appears  that  the  total  ordinary  life  policies  of 
various  classes  amounted  on  December  31,  1904,  to  $218,519,040; 
that  the  total  of  special  class  life  policies  of  various  classes 
amounted  at  that  date  to  $6,630,855 ;  that  the  total  of  intermediate 

policies  of  various  classes  amounted  on  that  date  to A.  Did 

)'ou  say  intermediate? 

Q.  Intermediate — $117,385,157;  and  that  the  total  industrial 
Hfe  of  various  classes  amounted  to  $1,127,889,229,  making  a  total 
of  $1,470,424,281.  Now,  the  industrial  policies,  20-year,  upon 
which  surrender  values  are  given  in  the  item  stated  as  endow- 
ment 20-year  adult,  the  aggregate  of  which  on  December  31, 
1904,  was  $1,190,309 — are  you  familiar,  Mr.  Hegeman,  with 
the  forms  of  the  policies  of  your  company  and  the  various  classes, 
their  provisions  and  so  forth?  A.  My  familiarity  is  much  less 
than  it  was  a  few  years  ago. 

Q.  I  mean  to  say  so  that  we  may  not  waste  time  over  the 
matter,  are  you  sufficiently  familiar  with  the  provisions  of  the 
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various  forms  of  policies  of  your  company  to  explain  them  and 
why  they  were  inserted?  A.  I  should  say  they  could  be  much 
better  explained  by  some  other  officer. 

Q.  By  whom,  for  example?  A.  By  either  Mr.  Fiske  or  Mr. 
Craig. 

Q.  You  made  a  statement  in  your  evidence  the  other  day  as  to 
the  extent  of  the  business  of  the  Metropolitan — of  the  partici- 
pating business,  and  it  would  seem  to  me  that  we  at  that  time 
lost  sight  of  the  intermediate  department  of  your  business.  Is 
it  not  a  fact  that  the  policies  written  on  the  intermediate  plan 
are  participating  policies?  A.  They  are  to  the  extent  of  what- 
ever we  make  on  the  mortality. 

Q.  Then  they  are  participating  policies  according  to  their 
terms  to  the  extent  that  after  five  years  such  dividends  shall  be 
paid  annually  in  cash  or  at  the  written  request  of  the  holder  any 
additions  to  the  polic)^  as  in  the  judgment  of  the  officers  and 
directors  of  the  company  the  policy  shall  have  earned ;  and  in  the 
judgment  of  the  officers  and  directors  of  the  company  you  allow 
the  intermediate  class  to  participate,  as  I  understand  it,  to  the 
extent  of  gains  in  mortality?    A.  Yes. 

Q.  And  your  gains  in  mortality  are  losses,  is  it  not?  You 
mean  the  gains  in  mortality  in  that  class  of  policy?     A.  Yes. 

Q.  And  those  are  actual  gains,  are  they?    A.  Yes. 

Q.  So  that  those  are  participating  policies  to  that  extent  ?    A. 
Yes ;  they  are  made  up  of  the  same  loading    as    on    our    stock 
policies. 

Q.  What  do  you  mean  by  stock  policies?  A.  Non-partici- 
pating. 

MR.  LINDABURY:  General  policies  as  distingtiished  from 
ordinary  policies. 

Q.  The  question  was  raised  a  moment  ago  as  to  the  expense 

2546 


Testimony  of  John  R.  Hegeman 

under  which  you  do  business.  I  find  that  the  total  expenses  of 
your  company  for  the  year  1904  amounted  to  $19,874,752,  and 
the  total  income  of  your  company  was  $55,985,757,  so  that  it 
would  seem  that  the  total  expenses  of  your  company  were  about 
35  per  cent,  of  the  total  income?     A.  If  that  shows  it. 

Q.  Well,  it  does  approximately.  Did  you  hear  the  testimony 
of  Mr.  McClintock  that  the  expenses  of  the  Mutual  and  the  New 
York  Life  and  the  Equitable  were  approximately  20  per  cent, 
of  the  total  income?     A.  I  did  not. 

Q.  Well,  that  appears  in  the  record,  that  is  he  testified  as  to 
his  own  company  and  assented  to  my  suggestion  as  to  the  others 
which  is  a  matter  of  course  of  verification.  What  is  the  ex- 
planation of  the  increase — the  amount  of  expenses  of  the  Metro- 
politan Life  in  proportion  to  its  income  as  compared  with  those 
other  large  companies?  A.  Well,  in  general  the  increased 
expense  is  due  to  the  immense  amount  of  detail  work 
required  by  the  industrial  depai-tment.  It  is  selling  in- 
surance at  retail  rather  than  at  wholesale.  It  is  on 
a  par  with  the  selling  of  coal  by  the  pail  instead  of 
by  the  ton.  I  can  buy  a  ton  of  coal  at  $6,  but  if  I  pay  for  it  by 
the  pail  I  am  paying  $12.  We  have  an  infinite  amount  of  work  to 
do  in  the  industrial  department,  as  you  can  see  when  you  realize 
that  on  the  nearly  eight  millions  of  policies  in  force  we  are  re- 
quired to  collect  the  premiums  every  week.  If  we  try  to  get 
on  Monday  and  miss  it  we  go  on  Tuesday,  if  we  miss  it  on  Tues- 
day we  go  on  Wednesday ;  and  all  the  work  is  done  by  men  in  the 
service  of  the  company;  the  matter  of  claims  and  writings  of 
policies,  everything  that  relates  to  the  business  is  entirely  done  by 
agents  under  the  pay  of  the  company. 

BY   MR.    COX: 

Q.  All  done  on  a  percentage,  isn't  it — that  work  is  all  done  on 
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.1  percentage  basis  ?  A.  Yes  and  earn  on  an  average  less  than  the 
mechanics  and  the  people  among  whom  they  go  in  the  industrial 
policy.  Let  me  give  you  this  illustration :  An  individual  policy 
averages  about  $140  in  amount — an  ordinary  policy. 

BY   THE   CHAIRMAN: 

Q.  Amount  of  what?  A.  Insurance,  about  $140,  the  average 
amount  of  insurance  in  force  perhaps  in  the  mutual  companies 
may  be  $2,500.  I  will  put  it  in  this  way :  For  every  million  dol- 
lars of  insurance  written  by  an  ordinary  mutual  company  you 
represent  about  four  hundred  different  transactions ;  but  the 
same  million  amount  of  insurance  in  an  industrial  company  would 
represent  over  7,000  transactions ;  and  that  runs  all  through  the 
whole  ramifications  of  field  work  and  home  office  work,  writing 
up  policies,  paying  claims,  keeping  up  correspondence,  multiplica- 
tion of  books,  forms,  and  everything.  Or  I  will  put  it  in  another 
way:  The  average  policy  at  $2,500  may  at  the  average  age  may 
represent  a  premium  of  $65,  that  is,  a  premium  collected  by  a 
mutual  company  once  a  year  if  the  premium  is  annual,  twice  a 
year  if  it  is  semi-annual,  four  times  a  year  if  it  is  quarterly — 
but  that  is  the  most  frequent.  On  the  other  hand,  that  same 
premium  would  represent  with  us  650  insured  people  to  whom 
we  had  to  go  fifty-two  times  a  year  to  collect  their  premiums. 
In  the  one  case  the  man  pays  $65  and  he  pays  it  once,  twice,  or 
four  times  a  year :  and  in  the  other  case  650  people  pay  the 
same — people  to  whom  we  send  fifty-two  times  a  year. 

BY    THE    CHAIRMAN: 

Q.  You  mean  that  650  people A.  Every  premium  and 

cent.    We  have  to  go  into  a  million  houses  a  year  now — I  mean 
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a  day — every  day  in  the  year  we  have  to  go  into  the  homes  of  a 
million  policyholders. 

Q.  $65  a  year  the  old-line  policy?     A.  I  was  comparing  the 
labor  involved  in  the  collection  of  a  $65  premium  from  an  average 
-policyholder  and  that  involved  in  collecting  the  same  amount  of 
premium  from  650  industrial  policies. 

BY    MR.    HUGHES: 

Q.  Whatever  labor  there  may  be,  as  matter  of  fact  that  labor 
is  paid  for  at  15  per  cent,  of  the  collection,  isn't  it?  A.  No. 
There  are  two  compensations. 

Q.  I  am  now  speaking  not  of  the  initial  expense  of  writing  the 
business,  which  I  will  come  to  later,  but  simply  of  the  collections. 
A.  The  collection  fee  is  1 5  per  cent. 

Q.  Before  we  take  up  the  various  items  which  enter  into  the 
total  of  expenses,  I  want  to  call  your  attention  to  another  ratio, 
and  that  is  the  ratio  of  the  total  expenses  of  your  company,  and 
the  total  paid  the  policyholders.  I  find  that  the  total  paid  policy- 
holders, including  death  claims,  matured  endowments  and  annui- 
ties, and  surrenders  allowed,  and  dividends,  amounted  in  1904  to 
$16,559,494,  where  the  expenses  amounted  to  $19,874,752.  In 
other  words,  the  expenses  were  approximately  119  per  cent,  of 
the  total  paid  policyholders,  whereas  in  the  case  of  the  Mutual 
we  found  that  the  total  expenses  were  about  49  per  cent,  of  the 
amount  paid  policyholders  and  the  entire  amount  was  not  distrib- 
uted under  their  deferred  dividends  system,  and  a  similar  amount 
was  the  percentage  in  the  case  of  the  New  York  Life  and  Equi- 
table. A.  Of  course,  it  would  be  very  unfair  to  compare  the  ex- 
pense of  an  industrial  company  with  that  of  a  mutual  life. 

Q.  That  is  what  I  want  to  bring  out:  just  to  what  extent  such 
an  enormous  difference  in  the  ratio  of  the  expenses  to  the  returns 
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to  policyholders  is  to  be  explained  by  the  character  of  the  business 
that  you  do?    A.  What  is  that  ratio,  Mr.  Hughes? 

Q.  Roughly  speaking,  I  should  say  in  your  company,  the  ex- 
penses were  about  119  per  cent,  of  the  total  paid  to  policyholders. 
A.  What  is  the  relation  between  our  expenses  and  those  of  the 
mutual  companies? 

Q.  The  mutual  expenses,  apparently,  are  about  49  per  cent.,  or 
the  ratio  of  their  expenses  to  the  total  payments  to  policyholders, 
to  be  expressed  in  that  way,  49  per  cent.  If  you  want  the  exact 
figures  they  are  these : 

The  total  paid  to  policyholders  of  the  Mutual  Life,  that  is,  actu- 
ally distributed  in  1904,  is  $34,484,275.  And  total  expenses  of 
$16,898,456. 

In  the  case  of  the  New  York  Life  the  total  paid  to  policyholders 
i.«  $40,288,583.    And  the  total  expenses  are  $19,543,146. 

In  the  Equitable  the  total  paid  to  policyholders  is  $36,389,047. 
The  total  expenses  $16,579,604. 

In  all  these  companies  there  are  large  amounts  not  distributed, 
which  are  held  for  distribution  at  various  times.  In  your  com- 
pany, which  does  not  do  to  any  extent,  I  believe,  a  deferred  div- 
idend business,  total  paid  to  policyholders  is  $16,559,494,  total 
expenses  $19,874,752.  A.  Have  you  there  the  proportion  or  the 
expenses  of  the  industrial  companies  as  compared  with  the  ex- 
penses of  ordinary  mutual  companies  ? 

Q.  Now,  we  have  certain  figures  on  that  which  I  can  give  now 
if  you  desire  to  have  them.  A.  For  example,  let  me  state  this.  Some 
few  years  ago,  at  the  request  of  certain  State  Insurance  Superin- 
tendents, I  prepared  and  read  before  a  convention  of  superintend- 
ents in  Milwaukee,  and  I  remember  drawing  up  a  comparison  of  the 
expenses  paid  in  the  two  lines  of  business,  and  there  the  expenses 
were  shown  in  the  industrial  companies  to  be  two  and  one-quarter 
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to  one — that  is  to  say,  they  were  a  little  over  twice  what  they 
were  in  the  ordinary  companies — what  the  ordinary  companies 
expenses  were — about  17  per  cent.,  and  ours  were  something  over 
forty.  So  that  while  all  the  machinery  of  doing  the  business — 
the  illustration  I  g'ave  you  a  few  minutes  ago  was  18  to  i — the 
actual  expenses  were  two  and  one-quarter  to  one.  Now,  the  ex- 
penses of  the  Industrial  Department  are  all  those  which  attached 
to  the  doing  of  an  immense  business  like  that  in  this  retail  way. 
You  might  safely  assume  that  the  ordinary  man  of -modest  means, 
working'  on  a  week's  wages,  or  day's  wages,  pays  twice  for  the 
necessities  of  life  as  compared  with  a  man  better  ofif.  It  enters 
into  everything  which  he  has  to  use. 

O.  He  pays  twice  for  his  insurance.  A.  He  has  to;  he  is 
willing  to  pay  it.  We  have  adopted  all  sorts  of  ways  to  cheapen 
it ;  we  have  tried  to  throw  off  part  of  it  in  the  old  days  when  we 
could  if  he  would  come  to  the  office  and  pay — if  he  would  lay 
down  thirteen  weeks  at  a  time  we  would  give  him  a  week; 
if  he  laid  down  twent3^-six  we  would  give  him  two,  but  the 
man  would  not  leave  his  shop,  or  the  woman  her  sewing  machine, 
and  the  children  would  not  go  out  of  school.  It  has  all  got  to 
be  paid  for. 

Q.  We  will  take  up  in  the  morning  the  various  elements  of 
those  expenses  with  the  object  of  ascertaining  just  how  it  is  that 
in  doing  the  industrial  business  you  are  put  to  these  large  ex- 
penses, and  what  items  g'o  to  make  up  the  total  of  nineteen  mill- 
ions which  we  have  used  as  a  basis  for  this  comparison.  A.  The 
items  there  are  separate,  are  they  not? 

MR.  HUGHES :     We  will  take  it  up  in  the  morning. 

(Adjourned  to  November  9,  1905,  at  10.30  A.  M.) 
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ALDERMANIC      CHAMBER, 

City  Hall,  New  York  City. 

November  9,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

JOHN    R.    HEGEMAN    resumed. 

BY    MR.    HUGHES: 

Q.  Mr.  Hegeman,  at  the  close  of  yesterday's  session  we  took 
up  the  matter  of  the  expenses  of  your  company  which,  for  the 
year  1904,  aggregated  $19,874,752.  Have  you  a  statement  of  the 
items  entering  into  that  aggregate  ?  A.  I  have  a  statement  enter- 
ing into  that  portion  of  it  which  refers  to  the  total  industrial 
expenses. 

Q.  What  amount  of  the  total  mentioned  is  the  total  of  the  in- 
dustrial expenses?       A.  $16,374,314.45. 

Q.  Have  you  the  items  entering  into  that  aggregate  of  indus- 
trial expenses?    A.  I  have. 

Q.  Will  you  please  state  them?  A.  The  commissions,  salaries 
and  allowances  for  superintendents  and  assistant  superintendents 
and  agents  was  $10,841,582.96,  that  is, '61.21  per  cent. 

The  agency  supervision  $558,301.05,  that  is,  3.41  per  cent. 
The  medical  fees  were  $546,267.21,  that  is,  3.33  per  cent. 
The  home  office  salaries  $1,511,225.07,  that  is,  9.23  per  cent. 
The  rents  $604,589.03,  which  is  3.69  per  cent. 
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Stationery,  printing,  advertising  supplies  and  so  forth,  $502,- 
430.57,  which  is  3.07  per  cent. 

The  legal  fees  were  $59,779.03,  which  is  .36  per  cent. 

The  furniture  and  so  forth  $107,402.40,  which  was  .66  per  cent. 

Insurance  taxes  $553,390.56,  which  is  3.38  per  cent. 

Real  estate  taxes  were  $153,898.79,  which  is  .94  per  cent. 

Repairs  and  expenses  to  real  estate  $287,482.01,  which  is  1.76 
per  cent. 

We  paid  for  bonding  our  agents  under  the  title  of  agents  surety 
bonds  $39,344.54,  which  is  .24  per  cent. 

We  paid  to  the  stockholders  $140,000,  which  is  .86  per  cent. 

Miscellaneous  expenses  were  $218,720.23,  which  is  1.33  per 
cent. 

And  we  marked  off  of  real  estate  an  even  $250,000,  which  is 
1.53  per  cent. 

The  sum  of  those  percentages  makes  100  per  cent. 

Q.  And  those  percentages  are  percentages  of  what?  A.  Those 
are  percentages  of  the  total  industrial  expenses. 

Q.  Taking  the  item  of  home  office  salaries,  compensation  of 
home  office  employees,  I  find  by  your  report  to  the  New  York 
State  Department  of  December  31,  1904,  that  the  total  was 
$1,940,044.05.  In  what  manner  have  you  apportioned  that 
amount  so  as  to  reach  the  item  of  $1,511,000  odd  dollars  applica- 
ble to  the  industrial  department. 

MR.  FISKE:  I  have  that  here  (producing  paper). 

MR.  HUGHES :  In  answer  to  this,  Mr.  Fiske  has  produced  a 
statement  showing  the  items  entering  into  the  aggregate  of 
$1,940,044.05,  which  I  will  offer  in  evidence  as  your  answer  if 
you  are  willing. 

(Paper  marked  Exhibit  313.) 
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BY  MR.  HUGHES : 

Q.  I  have  asked  you  to  present  a  statement  of  the  salaries  of 
the  executive  officers  of  your  company.  I  understand  that  this  is 
the  statement  and  that  it  is  correct  (handing  paper)  ?  A.  I  be- 
lieve it  to  be  correct. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  314,  and  read  by  Mr.  Hughes.) 

Q.  What  is  the  meaning  of  the  heading  "Salary  and  com- 
missions over  the  amounts  stated  to  have  been  received  by 
the  President  for  the  years,  1877  to  1895,  inclusive"  ?  A.  Well, 
during  those  years  the  President  and  Vice-President  were  al- 
lowed by  the  directors  a  commission  on  the  industrial  in- 
crease. 

Q.  What  was  the  amount  of  that  commission?  A.  It  varied 
from,  in  the  case  of  the  President,  two  times  down  to  one- 
eighth  of  one  time. 

Q.  Two  times  what?  A.  The  increase. 
O.  What  increase?  A.  Increase  in  the  weekly  premiums 
in  force  at  the  end  of  the  year ;  that  is  to  say  if  at  the  end  of 
a  certain  year  we  had  ten  thousand  dollars  more  of  weekly 
premiums  in  force  than  at  the  beginning  of  the  year  his  salary 
was  increased. 

O.  I  don't  understand  what  you  mean  by  weekly  premiums 
in  force.  Do  you  mean  policies  in  force  on  the  weekly  pre- 
mium basis?  A.  Yes — premiums  on  poHcies  in  force  in  the 
Industrial  Department. 

O.  If  there  was  an  excess  of  the  premiums  on  poHcies  in 
force  in  the  Industrial  Department — you  mean  in  excess  re- 
ceipts ?     A.  I  am  thinking  of  the  clearest  way  to  illustrate  it  to 
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you.  Let  us  take  the  first  year  in  which  the  industrial  business 
started;  we  began  with  nothing;  at  the  end  of  the  first  year 
period  we  had  ten  thousand  dollars  of  weekly  premiums  on 
policies  in  force — is  that  clear? 

Q.  I  take  it  that  you  mean  that  if  at  the  end  of  the  year  you 
found  that  you  had  received  ten  thousand  dollars  of  weekly  pre- 
miums on  the  policies  in  force A.  No,  if  there  were  policies 

in  force,  the  premiums  on  which  represented  ten  thousand  dol- 
lars per  week— is  that  clear? 

Q.  Yes;  then  what?  A.  His  percentage  was  based  upon  that 
amount. 

Q.  What  was  the  amount  of  the  vice-president's  percentage? 
A.  That  was  half  of  the  president's. 

Q.  And  the  president's  you  have  stated  to  be  what?  A.  Began 
at  two  times  in  1880  and  ran  down  to,  I  think,  one-eighth  of  one 
time  in  1894 — no,  in  1891  he  died;  ran  down  in  the  case  of  the 
vice-president  to  1894. 

Q.  Have  you  a  separate  statement  showing  what  part  of  the 
totals  given  in  this  table  of  salaries  and  commissions  represented 
commissions  ?    A.  Practically  all  represents  commission. 

Q.  Was  the  salary  a  nominal  one  down  to  1891 A.  The 

salary  was  six  thousand  dollars — I  think  the  salary  was  six 
thousand  dollars  a  year. 

THE  CHAIRMAN :  Will  you  have  him  explain  the.  two  times  ? 

MR.  HUGHES :  He  has"  explained  that  two  times  means  two 
times  this  increase  which  he  has;  the  one-eighth  of  one  time  is 
one-eighth  of  the  increase. 

THE  CHAIRMAN :  Does  that  mean  if  there  is  ten  thousand 
dollars  of  weekly  collections  it  is  two  times  more  than  that — 
twenty  thousand  dollars? 
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THE  WITNESS:  Weekly  premiums  in  force.  One  time 
means  ten  thousand  dollars  and  one-eighth  means  one-eighth  of 
whatever  it  was. 

Q.  Was  the  salary  of  six  thousand  dollars  continuous?  A.  I 
think  in  the  case  of  the  president  it  continued  until  his  death,  the 
former  president  in  1897.  In  my  own  case  I  think  it  terminated 
the  same  year. 

Q.  You  mean  in  1891  ?  A.  In  1891  I  terminated  that  volun- 
tarily. 

Q.  You  mean  as  vice-president,  referring  to  your  own  case' 
A.  I  was  made  president  that  year. 

Q.  Yes.  But  you  were  made  president  in  1892?    A.  1891. 

Q.  According  to  this  table  you  received  nothing  as  president 
except  for  1892?  A.  It  was  the  latter  end  of  1891;  I  suppose 
they  have  got  it  in  the  other  column. 

Q.  Was  the  salary  of  the  president  six  thousand  dollars  down 
to  the  time  of  your  accession  ?    A.  I  think  it  was. 

Q.  And  what  was  the  salary  of  the  vice-president  while  you 
were  vice-president  ?    A.  The  same. 

Q.  So  that  all  the  other  amounts  in  excess  of  six  thousand 
dollars  down  to  1891  inclusive,  for  the  president  and  vice-presi- 
dent, are  amounts  paid  in  the  way  of  commissions  ?    A.  Yes,  sir. 

Q.  And  in  1892  it  is  stated  that  there  was  paid  to  the  estate 
$57,517.34.  Does  that  mean  to  the  estate  of  Joseph  F.  Knapp? 
A.  That  is  right. 

Q.  And  was  that  an  amount  paid  as  commissions?  A.  That 
was  the  amount  found  to  have  been  due  him  up  to  the  time  of 
his  death. 

Q.  It  was  for  any  period  succeeding  his  death  ?  A.  Not  a  day. 
Q.  On  what  basis  was  your  compensation  fixed  when  you  be- 
came president?    A.  It  was  the  six  thousand  dollars  continued 
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and  my  compensation  then  was  one-fourth  of  one  time  the 
increase. 

Q.  Was  that  fifty-seven  thousand  dollars  due  Mr.  Knapp  for 
commissions?  A.  Yes,  that  had  been  earned  and  not  drawn  up 
tu  the  time  of  his  death. 

O.  Entirely  for  commissions?      A.  Absolutely. 

BY   MR.    HUGHES: 

Q.  Did  you  complete  your  statement  as  to  the  rate  of  commis- 
sions when  you  became  president?  A.  In  January,  1891,  I  vol- 
untarily reduced  my  interest  to  one-fourth  of  one  time  the 
increase. 

Q.  And  your  salary  was  fixed  at  what  figure?  A.  I  had  no 
salary  then;  I  relinquished  the  salary  of  six  thousand  dollars — I 
voluntarily  relinquished  it. 

Q.  So  that  in  1892  the  eighty-seven  thousand  dollars  was  paid 
you  for  on  account  of  the  commission  to  which  you  were  entitled 
on  the  basis  stated?    A.  Yes,  sir.  ^ 

O.  The  same  is  true  of  the  seventy-two  thousand  dollars  in 
1893,  ^^d  eighty-nine  thousand  dollars  in  1894?    A.  Yes,  sir. 

O.  Then  in  1895  was  the  amount  due  you  by  way  of  commis- 
sion liquidated  and  paid,  amounting  to  $93,474.68,  and  you 
then  went  on  a  salaried  basis?  A.  Yes.  I  then  reduced  my 
compensation  .voluntarily  from  what  the  commissions  would 
have  produced  to  fifty  thousand  dollars. 

Q.  And  that  was  put  as  a  flat  salary,  -or  was  it  put  in  the  form 
of  a  commission?    A.  No,  it  was  put  as  a  flat  salary. 

O.  Of  fifty  thousand  dollars  a  year?    A.  Yes. 

O.  I  see  in  1897  it  was  fifty-one  thousand  dollars?  A.  That 
was  an  old  balance  on  the  previous  commission  that  had  not  been 
paid. 

Q.  That  is,  the  thousand  dollars?    A.  Yes. 
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Q.  And  the  other  amounts  which  have  been  paid  you  from 
1897  to  1905  inclusive  have  been  paid  you  as  salary?  A.  Salary 
and  what  is  called  an  honorarium  or  bonus.  We  have  had  for  the 
last  five  or  six  years,  in  fact  all  the  years,  a  prosperous  career, 
and  those  were  amounts  added,  ten  per  cent,  one  year  and  twenty 
per  cent,  another  year,  to  what  had  theretofore  existed  as  salary. 
For  example,  you  will  find  one  year  fifty  thousand  dollars,  and 
some  other  year  ten  per  cent,  had  been  added,  making  it  sixty 
thousand  dollars,  is  that  right? 

Q.  Twenty  per  cent,  would  make  it  sixty  thousand  dollars  ? 
A.  Yes — whatever  it  was. 

O.  Well,  the  point  is,  was  your  salary  continued  at  fifty 
thousand  dollars  for  several  years  ?  A.  The  salary  and  bonus 
given  to  me  by  the  Board  was  each  year  as  shown  on  that 
statement. 

Q.  Yes,  but  what  was  the  amount  of  the  salary?  A.  Part 
of  the  time  fifty  thousand  dollars  and  part  of  the  time  sixty 
thousand  dollars,  and  I  think  increased  to  seventy-five 
thousand  dollars. 

Q.  Can  you  state  the  different  periods  ?     A.  I  cannot. 

Q.  What  is  your  present  salary?  A.  My  present  salary  is — ■ 
and  there  is  where  I  want  to  ask  you  to  permit  me  if  you  will 
to  make  a  statement.  It  appears  on  that  paper  which  you 
have  in  your  hand  as  one  hundred  thousand  dollars.  That  is 
right  and  it  is  wrong.  When  the  Finance  Committee  at  the 
last  annual  meeting  took  up  the  matter  of  adjusting  the 
salaries  of  the  officers  they  sent  for  me  in  consultation,  and 
asked  me  for  my  recommendation  first  as  to  the  other  officers 
of  the  company.  I  told  them  that  they  could  give  them  all 
that  their  generosit}'^  would  permit — it  would  be  impossible 
to  overpay  them.  As  for  myself,  I  had  received  for  two  or 
three  years  ninety  thousand  dollars  and  I  did  not  want  any 
more — they   would   gratify   me   very   much   if   they   had   it   in 
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their  mind  to  increase  it  not  to  do  so.  They,  however,  came 
in  with  the  recommendation  to  the  Board  fixing  the  officers' 
salaries  at  what  they  had  been  the  year  before,  which  had 
inchided  a  bonus,  and  they  are  represented  by  the  sums  on  the 
sheet  which  is  in  your  hand.  As  to  my  own,  I  said  that  I 
was  satisfied  and  gratified  more  so  at  what  it  was  and  did  not 
want  it  increased,  but  the  Board  adopted  the  recommendation 
of  the  Finance  Committee  and  said  that  after  thirty-five  years 
of  service  they  thought  I  was  entitled  to  one  hundred  thousand 
dollars.  I,  of  course,  thanked  them  for  their  generosity  and 
as  I  said,  I  do  not  propose  to  accept  this  amount;  I  have 
never  drawn  it  and  I  never  propose  to  draw  it. 

I  would  like  to  say  now,  in  view  of  the  fact  that  perhaps  the 
Committee  and  counsel  would  naturally  ask  what  has  been 
done  for  this  compensation,  if  you  permit  me — it  won't  take 
but  a  minute,  I  would  like  to  make  a  brief  statement. 

Q.  Certainly.  A.  for  fully  one-half  of  the  thirty-five  years 
during  which  I  have  been  connected  with  the  Metropolitan  I 
have  given  it  from  twelve  to  sixteen  or  more  hours  a  day 
I  dislike  very  much  to  make  this  statement  because  of  all 
the  words  in  the  English  language  which  I  hold  in  contempt 
the  ])erpendicular  pronoun  holds  the  primacy.  I  hate  to 
speak  in  the  first  person  singular,  but  it  seems  to  me  that  I 
ought  to  do  so  at  this  juncture.  I  have  very  frequently 
crossed  the  ferry  and  gone  to  work  at  seven  o'clock  in  the 
morning,  many,  many,  weeks  and  months,  and  I  have  frequently 
gone  home  at  midnight.  I  do  not  think  there  is  an  hour  of 
the  night  I  have  not  crossed  the  ferry  going  to  and  from 
business.  During  that  thirty-five  years  I  have  been  away 
six  times,  and  the  interval  between  the  first  and  second 
times  was  twenty-one  years.  The  directors  have  met  during 
that  time  but  four  times  when  I  was  not  present.  When  I  first 
joined  the  company,  less  than  two  hundred  and  fifty  thousand 
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dollars  would  have  bought  all  they  had ;  we  can  leave  it  to-day 
with  a  hundred  and  fifty  million.  We  had  at  that  time  an 
outdoor  and  indoor  staff  consisting  of  about  forty.  The  com- 
pany has  now  between  seventeen  thousand  and  eighteen 
thousand.  I  can  remember  in  the  old  days  when  we  had  a 
debt  I  had  to  go  out  and  borrow  the  money.  We  now  have 
a  debt  every  minute  in  the  day  during  all  the  working  hours 
of  all  the  working  days.  The  capital  and  surplus  I  have  said 
were  practically  gone.  That  now  amounts  to  fifteen  million 
dollars,  that  is  it  did  at  the  beginning  of  this  year.  It  is  safe 
to  say  that  another  million  will  go  on  during  the  year,  which 
will  enable  us  to  give  that  million  away  to  the  non-partici- 
patiug  policyholders  next  year.  We  have  ten  years  in  work- 
ing the  company  to  two  million  dollars  of  assets ;  we  are  now 
adding  two  millions  a  month  as  we  go  along.  During  all 
these  years  I  have  averaged  in  pay  from  the  company  a 
trifle  over  fifty  thousand  dollars  a  year.  I  believe  I  have 
stayed  to  my  pecuniary  disadvantage,  but  I  have  had  a  high 
motive;  I  was  offered  a  guarantee  thirteen  years  ago  of  one 
hundred  thousand  dollars  to  go  elsewhere.  I  think  that 
covers  the  main  thing  that  was  on  my  mind  to  state,  to  which 
I  will  only  add  the  fact  that  I  trust  I  may  be  forgiven  for 
the  implied  egotism  involved  in  this  statement. 

Q.  Was  your  salary  fixed  at  one  hundred  thousand  dollars 
by  the  Finance  Committee  in  the  first  instance,  recommended 
by  the  Finance  Committee?  A.  It  was  recommended  by 
the  Finance  Committee  to  the  full  Board  at  a  stated  meeting, 
which  recommendation  was  confirmed,  ratified,  approved,  and 
adopted. 

Q.  And  who  was  on  the  Finance  Committee?  A.  General 
James,  Mr.  Joseph  B.  Knapp,  and  Silas  B.  Dutcher. 

O.  What  had  been  the  amount  of  your  salary  immediaLely 
preceding  ihat?       A.  It -had  been  $75,000  with  a  gift  of  .2f 
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per  cent.  Of  course,  those  salaries  you  understand  are  fixed 
every  year ;  they  have  no  continuance. 

Q.  I  see  that  for  three  years  the  amount  stated  here  as 
salary — I  refer  to  1902  and  1903  and  1904 — is  $90,000.  Was 
that  the  salary  for  those  years?  A.  No;  the  first  time  it  was 
a  salary — the  salary  was  $75,000,  and  the  board  added  to  it  an 
honorarium  of  20  per  cent. ;  the  next  year  they  passed  a  reso- 
lution saying  that  the  same  amount  should  be  paid  to  the 
president  for  that  year  as  had  been  paid  the  year  before, 
whether  it  was  called  a  salary,  gift,  bcmus  or  honorarium  I 
don't  remember  now;  the  amount  I  know  it  was  the  same. 
The  next  year  the  same  was  done — it  should  be  continued  for 
that  one  year ;  then  it  came  up  to  1905  when  followed  the  facts 
I  have  'endeavored  to  give  you. 

Q.  What  was  the  total  amount  of  increase  in  the  salaries  of 
the  executive  officers  for  the  year  1905,  over  and  above  the 
amounts  which  they  had  previously  received?      A.  Nothing. 

Q.  Well,  I  notice  in  your  case  the  salary  is  $100,000  against 
$90,000?  A.  I  have  just  explained  I  have  repudiated,  refused 
that  with  thanks. 

Q.  I  notice  that  Mr.  Fiske's  salary  for  this  year  is  $75,000  and 
his  compensation  for  last  year  is  placed  at  $61,406.25?  A.  Well, 
then  his  was  increased. 

Q.  I  notice  that  Mr.  Gaston's  salary  is  for  1905  $37,500  and 
for  1904  $30,000?  A.  That  is  right.  I  was  in  error  in  that 
statement. 

Q.  Mr.  Ayres  for  1905  is  $16,250  and  1904  $13,000.  A.  They 
were  increased  to  the  amount  shown  on  that  statement,  increased 
by  the  full  board  of  directors. 

Q.  On  the  recommendation  of  the  Finance  Committee?  A.  On 
the  recommendation  of  the  Finance  Committee,  and  the  amounts 
which  you  asked  for  of  those  total  increases  you  can  compute  by 
adding  up  the  differences. 
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Q.  What  led  to  such  a  general  increase  of  salaries  for  this  year  ? 
A.  Nothing  except  the  continued  prosperity  of  the  company. 

Q.  Did  you  measure  the  continued  prosperity  and  growth  of 
the  surplus  which  belongs  to  the  stockholders  or  in  the  increased 
amount  payable  to  policyholders?  A.  In  everything  that  relates 
to  the  development,  magnitude  and  growth  of  the  company. 

Q.  We  referred  yesterday  to  the  immense  expenses  they  had 
incurred  in  conducting  the  industrial  business,  and  you  were  ex- 
plaining the  necessity  for  that  expense,  and  in  that  way  the  com- 
paratively small  return  to  the  policyholders  as  compared  with 
ordinary  insurance,  and  I  want  to  ask  you  whether  those  matters 
have  been  taken  into  consideration  by  your  committee  in  adopting 
increases  of  salaries?     A.  I  assume  them  to  have  been. 

Q.  Have  you  made  any  serious  effort  to  reduce  expenses  in 
your  company?     A.  We  are  always  making  that  effort. 

Q.  Well,  in  what  line  have  you  succeeded  in  reducing^  them  ? 
A.  Well,  it  would  be  hard  for  me  to  state  that — there  are  so  many 
ways  in  which  the  effort  has  been  made. 

Q.  The  residue  of  the  amount  stated  to  be  salaries  and  allow- 
ances for  agencies,  including'  managers,  agents  and  clerks,  is 
made  up  of  sums  paid  to  2,112  clerks,  that  $1,636,938.11,  is  it 
not?    A.  If  that  is  the  amount. 

Q.  I  want  to  be  sure  that  this  table  that  I  have  read  covers  the 
salaries  except  those  that  are  paid  to  the  clerks  ?  A.  The  question 
was  what,  Mr.  Hughes? 

Q.  Whether  the  residue  of  this  total  amount  for  salaries,  home 
office  employees,  is  made  up  of  the  amount  paid  to  2,112  clerks? 
A.  Yes,  excepting  many  of  them  are  heads  of  divisions — heads  of 
departments. 

MR.  LINDABURY :  There  is  no  doubt  that  paper  does  cover 
all  that  is  paid  to  clerks. 
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MR.  HUGHES:    I  think  it  is  perfectly  clear. 

Q.  Now,  you  have  stated  that  the  commissions,  salaries  and 
allowances  for  superintendents  and  assistant  superintendents  in 
the  industrial  department  in  the  year  1904  amounted  to  $10,841,- 
582.96.  Will  you  state  how  your  industrial  department  is  organ- 
ized— ^that  is  how  the  agency  branch  of  the  industrial  branch  is 
organized?  A.  Are  you  referring  now  to  field  work  and  work  done 
outside  of  the  home  office? 

Q.  Yes,  and  the  supervision  of  it  and  the  gradation  of  officers 
or  positions?  A.  As  to  the  field  work,  the  force,  if  I  remember 
rightly,  is  composed  of  some  350  superintendents.  Under  them 
are  some  2,700  assistant  superintendents.  Under  them  are  be- 
tween 12,000  and  13,000  agents. 

Q.  And  those  agents  do  the  soliciting  and  the  collecting?  A. 
They  do. 

Q.  And  the  assistant  superintendents  supervise  their  work  ?  A. 
Each  assistant  superintendent  has,  say,  an  average  force  of  five 
men  under  him.  The  assistant  superintendents  are  then  under  the 
direction  of  the  superintendent.  You  might  contrast  him  with  the 
colonel  of  a  regiment  and  the  assistant  superintendents  as  the 
captain  of  companies,  and  the  men  themselves,  as  the  rank  and 
file. 

Q.  Are  those  assistant  superintendents  working  in  particular 
territories?  A.  They  are  working  in  most  of  the  States  of  the 
Union — yes,  in  fixed  territories. 

Q.  And  the  superintendents  have  various  territorial  assign- 
ments?   A.  Yes. 

Q.  And  then  is  there  a  general  head  of  the  department?  A. 
Here  at  the  home  office? 

Q.  Yes.  A.  Well,  the  whole  department  is  under  the  manage- 
ment of  the  officers  of  the  company. 

Q.  Is  there  any  officer  of  the  company  who  particularly  has 
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it  in  charge?  A.  No,  it  is  too  vast  for  any  one  man.  Perhaps 
Mr.  Fiske  has  more  knowledge  and  has  more  to  do  with  more 
matters  connected  with  it. 

Q.  Now,  starting  with  the  unit  or  agent,  is  this  the  form  of 
agreement  with  the  Metropolitan  Life  Insurance  Company  (hand- 
ing witness  paper)  ?    A.  It  is. 

MR.  HUGHES:     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  315.) 

MR.  HUGHES  :  I  will  read  that  part  of  the  agreement  which 
relates  to  compensation : 

"In  the  industrial  department  the  total  amount  of  weekly  pre- 
mium in  the  life  polity  register,  after  deducting  the  total  weekly 
premiums  in  the  lapsed  policy  register,  are  to  be  debited  to  my 
account  on  Monday  of  each  and  every  week.  This  amount  shall 
be  known  as  a  collectible  debit,  as  the  same  is  hereinafter  made 
the  basis  of  my  compensation.  This  collectible  debit  shall  be 
considered  as  having  been  absolutely  received  by  me  for  the  com- 
pany and  the  company  shall  not  be  required  to  prove  that  I  actu- 
ally received  the  premiums  or  any  of  them.  This  clause  is  not 
to  be  taken  as  a  waiver  of  or  as  not  affecting  any  rights  of  the 
company  otherwise  secured  by  this  agreement. 

"Paragraph  8.  My  appointment  as  agent  under  this  agree- 
ment as  well  as  the  duties  and  emoluments  thereunder  may 
be  revoked,  terminated,  changed  or  modified  from  time  to  time 
by  the  company  at  its  discretion  or  at  its  pleasure  with  or 
without  cause  or  without  notice  and  without  any  liability 
therefor  on  the  part  of  the  company  to  me.  Such  salary  and 
ordinary  department  commission  as  I  shall  have  received 
up  to  the  date  of  my  resignation  or  up  to  the  date  of  the 
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termination  of  this  agreement  by  the  company  shall  be  in 
full  payment  and  satisfaction  of  all  my  services  to  the  com- 
pany and  of  my  compensation  under  this  agreement  and  of 
all  claims  upon  the  company. 

Paragraph  lo.  My  compensation  in  the  industrial  departs 
ment  shall  be  of  two  kinds :  One  known  as  the  ordinary  salary 
and  the  other  as  the  special  salary.  The  ordinary  salary  shall 
be  15  per  cent,  of  the  amount  actually  collected  by  me  each 
week  and  paid  to  the  company.  I  shall  not  be  entitled  to  any 
portion  of  this  salary  until  the  full  amount  collected  by  me 
has  been  received  "by  the  company.  The  special  salary  shall 
be  fifteen  times  the  amount  of  the  net  weekly  increase  of 
collectible  debit  in  my  agency  Net  increase  of  collectible 
debit  is  the  excess  of  new  business  obtained  by 
and  credited  to  me  in  the  first  column  of  the 
official  life  register  lists  over  policies  lapsed  and 
charged  against  me  on  the  books  of  the  company  during 
the  continuance  of  my  agency;  provided,  however,  that  I 
shall  not  be  entitled  to  a  special  salary  exceeding  $15.00  per 
week  without  special  agreement  until  my  business  is  shown 
to  be  in  all  respects  satisfactory  to  the  company,  and  should 
my  account  show  in  the  opinion  of  the  company  dispropor- 
tionately small  collections  or  the  balance  due  the  company 
be  beyond  the  prescribed  limit,  the  payment  of  any  special 
claim  upon  the  company  for  special  salary  upon  business 
written  by  me  shall  be  based  upon  the  statement  of  my  ac- 
count after  it  has  been  inspected  by  the  company.  No  special 
salary  shall  be  or  become  due  or  payable  and  no  claim  for 
special  salary  shall  be  made  until  after  the  expiration  of  six 
weeks  after  the  said  termination  of  my  agency. 

Paragraph  11.  My  compensation  in  the  ordinary  depart- 
ment shall  be  the  commissions  allowed  to  the  company  a^  set 
forth  by  its  rules  from  time  to  time. 
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Paragraph  12.  No  action  at  law  or  suit  in  equity  relating 
to  my  employment  as  agent  shall  be  maintainable  until  ten 
days  shall  have  expired  after  service  by  postpaid  registered 
letter  upon  the  President  or  Secretary  of  the  company  of  a 
written  statement  of  the  particulars  and  the  amount  of  my 
claim  against  the  company  nor  after  six  months  from  the  date 
of  the  transfer  of  my  business  to  my  successor  or  other  agent 
and  I  expressly  agree  that  if  any  action  or  suit  shall  be  com- 
menced after  such  six  months  from  the  date  of  such  transfer 
or  the  lapse  of  time  shall  be  taken  to  be  conclusive  evidence 
against  any  claim,  the  provisions  of  any  and  all  statutes  of 
limitations  to  the  company  being  hereby  expressly  waived." 

Q.  Then  the  commission  for  obtaining  business  in  the  first 
instance  as  distinguished  from  the  renewal  commissions  is 
described  here  as  a  special  salary?     A.  It  is. 

Q.  I  understand  from  this  that  you  have  a  register  in  which 
you  keep  a  record  of  policies  lapsed.  Now  do  you  charge 
against  the  agent  who  obtained  a  policy  the  amount  which 
would  have  been  due  upon  a  lapsed  policy  at  a  particular  time 
if  it  had  not  lapsed  ?     A.  What  is  that  question  ? 

Q.  (Repeated  as  follows)  :  I  understand  from  this  that  you 
have  a  register  in  which  you  keep  a  record  of  policies  lapsed : 
Now  do  you  charge  against  the  agent  who  obtained  the  policy 
the  amount  which  would  have  been  due  upon  a  lapsed  policy 
at  a  particular  time  if  it  had  not  lapsed?  A.  The  agent  is 
charged  with  lapses  in  the  sense  that  he  is  not  paid  on  new 
business  written  until  the  lapses  are  provided  for. 

Q.  In  other  words  against  the  premiums  payable  in  the  first 
week  or  for  the  first  week  on  new  business  written  is  first 
charged  whatever  would  be  due  upon  lapsed  policies  ?  A.  Let 
me  put  it  in  this  way,  Mr.  Hughes :  The  compensation,  the 
special  salary  compensation  is  based  upon  what  we  call  in- 
crease— do  you  understand  that  ? 
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Q.  Yes.  A.  That  mean^  this.  An  agent  goes  out  this  week 
and  writes  iifty  cents  worth  of  business  that  would  be  five 
applications  averaging  lo  cents  or  it  would  be  ten  at  5 
cents,  whatever  it  might  be.  We  test  that  business,  are  satis- 
fied of  its  bona  fide  quality,  and  he  is  entitled  to  fifteen  times 
the  premiums  on  that  which  would  be  $7.50.  The  next  week 
he  goes  out  and  writes  another  half  a  dollar's  worth  of  business 
but  he  loses  25  cents  by  lapse  of  that  which  he  wrote  the  week 
before.  He  is  not  paid  on  the  50  cents  written  the  second 
week,  but  only  twenty-five.  In  other  words  having  paid  the 
premium  in  the  company  he  is  held  to  keep  them  good  during 
the  Hfe  of  his  agency,  whether  it  is  A  or  B  or  C. 

Q.  You  accomplish  that  by  charging  against  him  the 
amounts  which  would  have  been  paid  upon  the  lapsed  policies, 
and  then  reach  what  is  called  the  collectible  debit  and  the  net 
increase  of  the  collectible  debit  is  the  amount  on  which  he 
is  paid  his  commission  fifteen  times.  That  is  as  I  understand 
it.  A.  Yes.  You  can  see,  Mr.  Hughes,  that  that  plan  ob- 
viously works  for  the  perpetuity  rather  than  the  destruction 
of  the  business.  The  highest  motive  that  can  apf>eal  to  the 
agent  is  appealed  to  there,  which  is  self  interest.  He  feels  he 
cannot  afford  to  let  a  policy  lapse  and  he  uses-  every  effort  to 
keep  them  in  because  he  knows  a  lapse  means  a  financial 
punishment  to  him,  and  therefore  he  works  with  might  and 
main  to  save  his  business  from  going  to  pieces.  It  goes 
further  than  that  and  it  is  a  good  deal  of  a  safeguard  against 
poor  quality  of  business,  that  is,  business  obtained  by  means 
which  would  make  against  its  permanency  and  persistency. 
Of  course  the  more  waste  the  less  money  the  agent  has,  so 
that  plan  was  adopted  as  I  say  to  appeal  to  his  highest  self 
interest  to  keep  all  business  in  force  it  is  possible  to  do. 

Q.  In  addition  he  has  what  is  called  the  ordinary  salary  of  fif- 
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teen  per  cent,  on  renewals?  A.  That  is  based  upon  the  actual 
amount  collected  and  turned  into  the  company. 

Q.  The  other  special  salary  is  based  upon  the  net  weekly  in- 
crease of  his  debit  with  reference  to  new  business  ?  A.  That  is 
right. 

Q.  What  is  the  average  amount  which  the  agents  in  the  indus- 
trial department  actually  get?  A.  They  averaged  last  year 
$11.64  a  week. 

MR.  COX :  Is  that  computation  made  weekly  on  that  special 
increase  ? 

Q.  This  computation  on  the  special  increase  by  which  the  com- 
putation of  the  agents  for  new  business  is  figured  is  made  weekly  ? 
A.  Yes.  Everything  is  done  weekly  with  respect  to  the  indus- 
trial business. 

Q.  Over  this  agent  who  gets  the  business,  and  looks  after  col- 
lections for  the  compensation,  just  stated,  is  the  assistant  super- 
intendent. (Handing  paper.)  Is  this  the  form  of  contract  with 
assistant  superintendents?    A.  It  is. 

MR.  HUGHES :     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  316  and  will  be  found  in  the  book  of 
exhibits.) 

THE  WITNESS :  It  is  a  fact  that  we  do  run  a  little  risk  on 
paying  fifteen  times.  We  guard  against  that  by  first  establish- 
ing to  our  satisfaction  the  character  of  the  man  who  is  doing  the 
work.     Not  everybody  who  comes  to  us  for  agency  gets  it. 

MR.  COX :  That  is  equivalent  to  giving  agents  premium  for 
fifteen  weeks  on  increased  business,  is  it  not  ? 
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THE  WITNESS :     It  is. 

Q.  That  is  on  the  increase  of  the  weekly  payment  on  the  new 
business  ?  A.  Then  we  have  his  business  tested  by  these  assistant 
superintendents.  That  is  one  of  their  duties,  to  know  it  is  a 
bona  fide  business,  and  that  the  character  need  not  be  questioned, 
and  on  that  we  take  the  risk  of  beginning  this  increase.  You 
see  if  we  paid  a  man  a  percentage  on  a  five-cent  premium  nobody 
could  get  the  business. 

Q.  Before  I  read  this  contract  let  me  ask  whether  you  make 
any  advances  to  these  agents  who  solicit  business  and  provide 
for  their  expenses?     A.  We  do  not. 

Q.  And  does  any  one  in  your  behalf,  that  is,  any  superintend- 
ent or  assistant  superintendent?  A.  As  a  rule  of  the  business, 
no.  I  would  not  say  that  if  I  were  a  superintendent  and  had  a 
body  of  men  under  me  I  might  not  loan  one  of  them  five  dollars. 
I  do  not  know  that  it  is  done,  but  if  I  had  a  good  agent  and  he 
was  in  temporary  straits  I  think  I  would  stand  by  him  until 
he  got  to  his  feet. 

MR.  HUGHES :  I  will  read  from  Exhibit  316,  the  assistant 
superintendent's  agreement,  the  following  provision : 

3.  To  see  that  all  agents  under  my  charge  send  to  the  Home 
Office  each  week,  on  the  day  required,  and  on  the  forms  provided 
by  the  Company,  true  accounts  of  all  moneys  received  by  them, 
and  remit  for  the  same,  as  provided  by  their  agreements. 

4th.  To  pay  all  the  usual  and  necessary  expenses  of  every 
kind  incident  to  the  carrying  on  of  the  business  of  my  agency 
staff,  and  to  hold  all  books,  circulars,  signs  and  supplies  of  every 
description  furnished  by  the  company,  as  its  property,  the  same  to 
be  at  the  absolute  disposal  of  the  company,  or  its  authorized 
representative  at  all  times. 
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7th.  And  I  further  agree  that  I  have  no  greater  or  other 
power  or  authority  than  herein  set  forth,  and  that  my  appoint- 
ment as  Assistant  Superintendent,  and  this  agreement,  as  well 
as  the  duties  and  emoluments  thereunder,  may  be  revoked,  ter- 
minated, changed  or  modified  from  time  to  time  by  the  company 
in  its  discretion  or  at  its  pleasure,  with  or  without  cause,  without 
notice  and  without  any  liability  therefor  on  the  part  of  the  com- 
pany to  me. 

8th.  I  agree  to  accept,  during  the  time  of  my  first  year's 
service    under   this  -  agreement    as    Assistant    Superintendent,    a 

stated  salary  of Dollars  per  week,   and 

thereafter,  during  each  succeeding  year  of  the  existence  of  this 
contract,  an  addition  to  said  stated  salary  of  an  amount  deter- 
mined by  the  ratio  of  the  net  increase  in  the  Industrial  weekly 
debit  of  my  agency  staff  to  the  company's  allotment  to  me  of 
Industrial  business  increase.  I  further  agree  to  accept  the  cal- 
culation to  be  made  by  the  Home  Office  of  the  company  of  any 
addition  to  my  stated  salary  herein  referred  to. 

9th.  My  compensation  in  the  Ordinary  Department  shall  be 
commissions  allowed  by  the  company  as  set  forth  by  its  rules  from 
time  to  time. 

Q.  I  notice  this  provision  to  pay  all  the  usual  expenses  of 
every  kind.  Does  that  mean  at  his  own  cost  without  reimburse- 
ment by  the  company?  A.  I  am  not  aware  of  any  allowances 
made  by  the  company  to  its  assistant  superiiitendents  except  in 
cases  of  detached  assistants,  that  is,  those  who  are  away  from  the 
city  in  which  their  chief  or  superintendent  lives. 

Q.  What  is  the  amount  of  the  salary  of  the  assistant  superin- 
tendents on  the  average?  A.  I  think  it  is  eighteen  dollars  a 
week. 

Q.  What  is  the  total  amount  of  the  compensation  of  the  assis- 
tant superintendents,  including  the  additions  to  their  stated  salary 
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as  determined  by  the  net  increase  in  the  Industrial  weekly-  debit  on 
the  average?  A.  I  don't  know;  I  never  made  the  computation. 
Mr.  Craig,  do  you  know  ?  In  other  words,  what  do  the  assistant 
superintendents  average  in  all  as  compensation? 

MR.  FISKE:  I  don't  know,  they  vary  according'  to  the  busi- 
ness they  have  done. 

MR.  HUGHES :     What  is  the  most  that  any  one  gets  ? 

MR.  FISKE:  I  should  say  twenty-five  dollars. 

THE  WITNESS :     Twenty-five  dollars. 

Q.  Twenty-five  dollars  a  week?    A.  Yes. 

MR.  FISKE:  There  may  be  a  few  over  that. 

Q.  Over  the  assistant  is  the  superintendent.     (Handing  paper.) 
Is  this  the  form  of  his  contract?    A.  Yes. 

MR.  HUGHES:     I  refer  still  to  the  Industrial  Department. 
I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  317.) 

MR.  HUGHES :  The  compensation  is  referred  to  in  Paragraph 
9,  as  follows : 

(Exhibit  No.  317  will  be  found  in  the  Book  of  Exhibits.) 

"9th.     To  accept dollars,  regular  salary  per  week, 

as  compensation  for  my  services,  and,  in  addition  thereto,  as 
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contingent  salary,  payable  at  the  end  of  each  year  from  the  date 
hereof,  provided  I  am  then  in  the  employ  of  the  company  as 
Superintendent,  an  amount  equivalent  to  twice  such  proportion 
of  the  net  increase  in  the  weekly  debit  of  my  district  (for  the 
year  only,  ending  with  the  date  upon  which  said  payment  shall 
fall  due),  as  shall  be  represented  by  the  ratio  the  total  premiums 
collected  and  accounted  for  to  the  company  shall  bear  to  the 
total  debit  for  the  year.  I  further  agree  to  accept  and  abide  by  the 
calculation  to  be  made  by  the  Home  Office  of  the  company  of  any 
contingent  salary  herein  referred  to." 

Q.  What  is  the  average  salary  of  superintendents  ?  A.  I  don't 
know.  I  think  it  runs — superintendents  are  paid  froin  perhaps 
twenty-five  dollars  to  forty-five  or  fifty  dollars  a  week. 

Q.  What  is  the  average  compensation  of  the  superintendents? 
A.  I  cannot  say  that. 

Q.  What  is  the  most  that  any  superintendent  gets  as  total  com- 
pensation approximately?  A.  That  is  a  detail  of  the  work  with 
which  I  am  not  familiar,  Mr.  Hughes. 

MR.  HUGHES:  Can  you  state  what  is  the  most  that  any 
superintendent  gets  approximately  ? 

MR.  FISKE:  I  will  try  and  find  it  for  you. 

Q.  Now,  referring  again  to  the  general  officers  of  the  com- 
pany, I  note  that  in  the  year  1904  for  the  first  time  appears  the 
salary  of  the  comptroller,  fifteen  thousand  dollars.  Had  you  a 
comptroller  prior  to  that  time  ?    A.  We  had  not. 

Q.  What  led  to  the  creation  of  that  office?  A.  The  growing 
needs  of  the  company. 

Q.  Had  Mr.  Frederic  H.  Eckert  been  associated  with  you  pre- 
viously?    A.  For  many  years. 
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Q.  In  what  capacity  ?    A.  As  comptroller  without  the  name. 

Q.  He  had  done  the  same  work?    A.  Practically. 

Q.  What  name  did  he  have?  A.  None.  Yes,  he  was  either 
manager  of  the  Bond  and  Mortgage  Division  or  of  the  Real  Estate 
Division,  I  forget  which. 

Q.  What  work  did  he  have  in  1904? 

MR.  FISKE :  Will  you  ask  the  witness  whether  when  he  was 
elected  comptroller  a  lot  of  additional  duties  were  given  him. 

Q.  Were  any  new  duties  assigned  to  him  when  he  became  comp- 
troller by  name  in  1905  ?    A.  There  were. 

Q.  What  were  they?  A.  He  was  given  full  charge  of  all  the 
real  estate  interest  of  the  company. 

Q.  Who  had  had  charge  of  the  real  estate  interests  of  the  com- 
pany before?    A.  The  executive  officers. 

Q.  Generally?    A.  Yes. 

Q.  Not  in  any  department  specially?     A.  No. 

Q.  What  had  Mr.  Eckert  done  before  ?  A.  I  was  going  to  say 
save  as  Mr.  Eckert  carried  out  the  instructions  in  respect  to  that 
part  of  the  company's  business  which  the  officers  directed. 

Q.  What  was  his  salary  in  1904?  A.  I  don't  know.  We  can 
easily  find  out. 

MR.  FISKE :  Twelve  thousand  dollars. 

Q.  Twelve  thousand  dollars,  it  is  stated.  Do  you  accept  that 
as  your  answer?     A.  Yes,  sir. 

Q.  Do  any  of  the  executive  officers  of  the  company  receive  any 
commission  on  the  business  of  the  company  now  ?     A.  None. 

Q.  Did  any  executive  officer  in  the  past  receive  any  commis- 
sion on  the  business  of  the  company  other  than  the  president, 
vice-president  and  the  second  vice-president?     A.  None. 
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Q.  We  were  speaking  yesterday  of  surrender  values  paid  by 
your  company.  It  is  a  fact,  is  it  not,  that  the  provisions  of  Sec- 
tion 88  of  the  Insurance  Law  as  to  the  allowance  of  surrender 
value  of  lapsed  or  forfeited  policies  is  waived  by  those  who  take 
policies   in   your  company?    A.  I   believe  it  is. 

Q.  For  example,  I  have  here  a  form  of  application  to  the 
Metropolitan  Life  Insurance  Company  which  contains  the  fol- 
lowing : 

"I  hereby  apply  to  the  Metropolitan  Life  Insurance  Company 
for  the  above-described  policy  of  insurance  and  hereby  waive 
all  the  provisions  of  Section  88  of  Chapter  690  of  the  Laws  of 
New  York,  passed  May  18,  1892." 

I  notice  in  another  form  of  application  for  insurance  in  your 
company,  the  provision: 

"It  is  expressly  agreed  that  the  provisions  of  the  policy 
for  the  insuance  of  paid-up  insurance  are  accepted  in  sub- 
stitution of  and  in  waiver  of  any  law  of  the  State  relating  to 
the  lapse  or  forfeiture  of  policies  of  life  insurance." 

May  we  take  it  as  a  fact  that  in  all  your  forms  of  application, 
or  in  the  policies  written  upon  the  applications,  provision 
is  made  for  a  waiver  of  the  provision  of  the  law  of  the  several 
states  as  to  allowance  of  surrender  values  or  paid-up  insurance 
in  case  of  lapse  ?     A.I  think  it  is. 

Q.  Do  you  know  whether  or  not  it  is  the  fact  that  in  some 
states  it  has  been  held  that  such  waiver  is  void  and  is  con- 
trary to  public  policy?     A.  Am  I  aware  of  the  fact? 

Q.  Yes.      A.  I  am  not. 

Q.  My  attention  has  been  called  to  the  question  whether 
such  a  waiver  has  been  held  invalid  in  Missouri. 
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MR.  FISKE :  The  New  York  statute  gives  us  express  permis- 
sion. 

MR.  HUGHES :  I  understand,  but  I  have  another  point  in 
mind.      I  want  to  know  if  it  is  the  fact. 

MR.  FISKE :  It  is  not  waived  in  Missouri. 

Q.  In  Missouri  such  a  waiver  under  the  law  is  not  allowed? 
A.  No. 

Q.  What  do  you  do  now  in  a  State  where  such  a  waiver 
is  not  permitted?  A.  We  comply  with  the  Missouri  Law  I 
believe. 

Q.  Then  you  do  provide  in  such  a  State  surrender  values  or 
paid-up  insurance  in  accordance  with  the  law  ?  A.  I  think  we 
do. 

Q.  Have  you  any  tables  or  data  which  will  show  what  sur- 
render values  you  give' in  other  states  than  the  State  of  New 
York?  A.  The  Actuarial  Department  can  furnish  that  to 
you,  Mr.  Hughes. 

MR.  FISKE :  I  think  that  is  the  only  state. 

Q.  I  was  going  to  ask  if  that  is  the  only  state  where  it 
is  necessary  for  yoti  to  give  surrender  values?  A.  That  is 
the  only  one  I  recollect. 

BY  MR.  COX: 

Q.  I  suppose,  Mr.  Hegeman,  in  considering  the  relationship 
between  the  premiums  paid  on  industrial  insurance  as  com- 
pared with  ordinary  insurance  which  you  gave  us  yesterday, 
we  might  take  into  consideration  the  fact  that  practically  no 
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paid-up  insurance  is  given  in  case  of  lapse  of  industrial  bus- 
iness. A.  Until  the  policy  is  five  years  old,  then  it  goes  to 
everybody. 

Q.  You  stated  yesterday  that  the  industrial  insurance  was 
just  about  double  the  ordinary  insurance?  A.  Yes,  by  reason 
of  its  retail  nature. 

Q.  And  then  in  addition  to  that  the  company  has  the  ad- 
vantage of  the  fact  that  they  do  not  have  to  give  paid-up 
insurance  or  surrender  value.  A.  Until  five  years,  although 
the  newspapers  came  out  this  day  and  said  that  we  did 
not  give  any  at  all.  We  have  hundreds  of  thousands  of 
dollars.      No  such  statement  was  made. 

Q.  But  after  five  years  you  do  ?     A.  Yes. 

BY  MR.  HUGHES : 

Q.  Do  you  in  the  Industrial  Department  with  the  exception 
of  twenty  years  endowments  give  any  cash  surrender  value? 
A.  We  are  not  held  to. 

Q.  Do  you  do  it?  A.  I  think  in  some  rare  instances  it  may 
be  done. 

Q.  Well  it  is  a  very  exceptional  thing  and  a  matter  of  favor  ? 

MR.  LINDABURY:    That  is  the  fact. 

Q.  That  is  the  fact  as  I  understand  it.  A.  Yes.  You  were 
not  asking  about  surrender  values. 

Q.  I  understand.  We  will  clear  that  up.  I  understand  that 
what  you  do  is  that  after  policies  have  been  in  force  for 
five  years  you  will  then  give  paid-up  insurance  on  certain 
terms  ?  A.  That  is  right,  because  the  policy  is  a  dead  loss  to  us 
for  the  first  seven  years. 

Q.The  point  I  wanted  to  have  perfectly  clear  was  the  distinc- 
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tion  between  cash  surrender  values  and  paid-up  insurance. 
The  former  you  do  not  give,  but  the  latter  you  do  give  after 
the  policies  have  been  in  force  for  five  years,  in  each  case 
of  course,  referring  to  the  Industrial  Department?  A.  Yes, 
we  never  let  an  industrial  policy  lapse  without  sending  word  to 
the  policyholder  that  he  is  entitled  to  certain  rights,  no  matter 
where  he  is. 

BY  MR.  COX: 

Q.  Does  he  have  to  do  anything  to  get  those  rights?  A.  All 
he  has  to  do  is  to  apply  for  the  paid-up  and  send  his  original. 

BY  MR.  HUGHES: 

Q.  I  have  here  a  form  of  policy  which  I  understand  to  be  in 
use  by  your  company  called  the  adults  whole  life  premium, 
payable  weekly  during  continuance  of  policy.  Is  that  from 
the  Industrial  Department  ?  A.  I  don't  know  whether  that  is 
an  industrial  or  an  intermediate.  You  can  ask  Mr.  Craig 
about  that. 

MR.  FISKE:  It  says  it  is  an  industrial. 

THE  WITNESS :  Then  it  is  an  industrial. 

Q.  Then  we  may  say  that  is  an  industrial  form  of  adults 
whole  life  insurance?       A.  Yes. 

MR.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  318.) 

(Exhibit  No.  318  will  be  found  in  the  Book  of  Exhibits.) 
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Q.  Now,  as  the  term  adults  whole  Hfe  implies,  this  is  a 
policy  providing  for  a  payment  on  death  and  conditioned  on 
weekly  premiums  being  paid  during  life.  I  notice  the  follow- 
ing provisions  in  the  appHcation  for  the  policy,  a  copy  of 
which  is  placed  upon  the  back  of  the  policy: 

"I  hereby  waive  the  provisions  of  Section  88  of  Chapter  690 
of  the  Laws  of  New  York,  passed  May  18,  1902,  known  as 
the  Insurance  Law,  and  I  expressly  agree  that  the  provisions 
of  the  policy  for  the  issuance  of  paid-up  insurance,  are  ac- 
cepted in  substitution  for  and  in  waiver  of  any  law  of  any 
State  relating  to  the  lapse  or  forfeiture  of  policies  of  life 
insurance," 

Below  we  have  the  provisions  for  paid-up  policy  as  follows : 
"Paid-up  policy.  Upon  surrender  of  this  policy  and  all  re- 
ceipt books  after  said  policy  shall  have  been  in  force  five  years 
or  over,  and  the  full  premiums  for  said  period  shall  have  been 
paid,  and  within  six  months  after  any  premium  is  due  and 
unpaid,  the  company  will  issue  upon  written  application  made 
upon  blanks  furnished  by  the  company,  a  paid-up  term  policy, 
upon  which  no  further  premiums  shall  be  required  for  a  term 
of  years  expressed  by  the  expectation  of  the  life  insured,  ac- 
cording to  the  table  printed  below,  taking  the  age  next  birth- 
day at  the  date  of  issue  of  the  paid-up  policy  for  such  a  sum 
in  even  dollars  as  the  full  reserve  held  on  this  policy  for  the 
number  of  completed  years  for  which  weekly  premiums  there- 
on have  been  paid  applied  as  a  single  premium  at  the  com- 
pany's published  single  premium  rates  for  expectation  of  life 
industrial  policies  will  purchase." 

Then  follows  a  table  of  expectation  of  life,  according  to 
the  actuary's  table  of  mortality.  Now  is  it  the  fact  that  under 
a  paid-up  policy  issued  in  pursuance  of  that  provision  nothing 


2579 


Testimony  of  John  R.  Hegeman 

will  be  paid  unless  the  insured  dies  within  the  time  stated  as 
his  expectation  of  life?     A.  I  believe  that  to  be  the  fact. 

MR.  FISKE :  Except  cash  dividends. 

Q.  So  that  if  an  adult,  for  example,  aged  twenty-one,  takes 
a  whole  life  policy  and  pays  the  premium  for  five  years  upon 
that  whole  life  policy,  and  then  discontinues  the  payment,  and 
avails  himself  of  the  option  to  take  a  paid-up  policy,  he  receives 
one  upon  the  terms  that  he  will,  or  his  estate  upon  death  will 
receive  a  certain  amount  of  money  provided  he  dies  during 
the  period  set  forth  as  his  expectation  of  life  and  not  other- 
wise?     A.  Yes. 

Q.  What  is  the  reason  for  making  a  provision  in  a  paid-up 
policy  that  the  amount  of  paid-up  insurance  will  be  paid  in  case 
the  insured  dies  according  to  the  mortality  table,  and  that 
nothing  will  be  paid  in  case  the  insured  does  not  die  accord- 
ing to  that  table?  A.  I  was  familiar,  Mr.  Hughes,  with  the 
reason  for  that  action  when  it  was  taken.  It  has  now  passed 
my  memory  and  I  refer  you  for  an  answer  to  that  to  Mr.  Craig 
or  Mr.  Fiske. 

Q.  Are  you  acquainted  with  any  other  company  that  has 
similar  paid-up  policies  ?  A.  I  am  not  familiar  with  the  paid-up 
provisions  of  the  policies  of  the  other  companies. 

Q.  As  an  insurance  man  of  long  experience  does  any  reason 
occur  to  you  why  a  paid-up  policy  should  be  issued  payable 
only  in  the  event  of  death  with.in  a  certain  expectation  of  life? 
A.  There  was  some  excellent  reason  or  it  would  not  have  been 
adopted,  but  it  does  not  occur  to  me  at  the  moment. 

Q.  This  adult  whole  life  policy,  I  understand,  is  a  non- 
participating  policy?     A.  Does  it  so  state? 

Q.  No,  but  I  did  not  note  any  provision  for Look  at  it 

(Handing  paper).     A.  Does  this  participate,  Mr.  Fiske? 
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MR.  FISKE:  All  industrials  are  non-participating. 

THE  WITNESS :  This  is  an  industrial.  I  thought  you  had 
it  mixed  up  with  another.  This  does  not  participate  in  the 
profits.      It  pays  dividends  but  does  not  participate. 

Q.  Now,  I  will  ask  in  that  question  about  the  dividends  that 
you  allow  voluntarily  upon  the  non-participating  policy.  As 
a  matter  of  fact  what  dividends  would  a  person  who  had  been 
paying  on  an  industrial  policy  ten  cents  a  week  for  five  years, 
be  allowed,  what  amount  ?  A.I  think  that  the  dividends  paid 
to  the  industrial  policy  this  year  are  equivalent  to  ten  weeks 
premiums. 

Q.  Then  he  would  get  a  dollar?  A.  If  he  paid  ten  cents  a 
week,  yes,  sir. 

Q.  For  five  years?      A.  Yes. 

Q.  And  five  cents  weekly  premiums?  A.  He  would  get 
ten  weeks  On  that,  which  would  be  half  a  dollar. 

Q.  How  are  those  amounts  paid,  in  cash,  or  are  they  credited 
as  insurance?      They  are  credited  on  his  cash  book. 

Q.  Well,  credited  so  that  they  apply  on  the  premiums  which 
he  will  have  to  pay? 

MR.  FISKE:  No,  the  man  has  a  right  to  the  cash. 

MR.  HUGHES :  Well,  will  you  agree  among  yourselves  ? 

MR.  FISKE:  I  am  telling  you  the  facts.  They  are  paid 
as  cash  but  the  man  has  a  perfect  right  to  apply  them  if  he 
wants  to. 

THE  WITNESS:  I  had  not  finished  my  answer.  They 
are  applied  on  the  cash  book  as  payment  of  so  many  pre- 
miums, or  he  takes  it  in  money. 
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Q.  And  how  often  are  these  distributions  made  on  industrial 
policies,  I  mean  upon  the  same  policy?      A.  Every  five  years. 

Q.  So  it  would  not  be  a  credit  of  a  dollar  in  the  case  of  a 
ten  cent  weekly  payment  every  year  after  five  years,  but 
every  five  years?     A.  Yes. 

MR.  LINDABURY:  Mr.  Fiske  says  only  five  per  cent, 
of  these  policies  are  issued  on  that  plan.  Won't  you  let  that 
appear  ? 

MR.  HUGHES:  Certainly. 

Q.  What  amount  of  your  policies  are  issued  upon  this  adult's 
whole  life  industrial  plan?    A.  I  understand  about  5  per  cent. 

Q.  In  which  division  of  this  table  of  your  outstanding  in- 
surance Exhibit  312  do  those  adult  whole  life  industrial  depart- 
ment policies  appear?  A.  You  will  have  to  submit  that  to 
Mr.  Fiske. 

(Paper  handed  to  Mr.  Fiske.) 

MR.  HUGHES :  Suppose  you  withdraw  for  a  moment,  Mr. 
Hegeman,  and  let  me  put  Mr.  Craig  upon  the  stand. 

JAMES  M.  CRAIG,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  are  the  actuary  of  the  Metropolitan  Life  Insurance 
Company?     A.  Yes,  sir. 

Q.  How  long  have  you  been  such  actuary  ?    A.  Fourteen  years. 
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Q.  What  are  your  duties  as  actuary  ?  A.  To  compute  or  super- 
vise the  computation  of  the  premiums  for  the  different  forms  of 
insurance  contracts  which  the  company  issues.  To  compute  or 
supervise  the  computation  of  the  reserve  liabilities  at  the  end  of 
the  year  or  at  any  intervening  period ;  to  consult  with  the  higher 
officers  of  the  company  whenever  requested  to  do  so  on  any  ques- 
tion which  may  require  my  presence ;  to  sign  innumerable  checks 
and  policies  and  answer  questions  from  clerks  coming  from  all 
divisions  of  the  office  where  they  need  advice  or  counsel. 

Q.  I  call  your  attention  to  the  classification  of  insurance  in 
force,  Exhibit  312,  under  the  pleading  ordinary,  life,  endow- 
ment, terms,  paid-up  life,  endowment  terms,  aggregating 
$218,519,040,  as  of  December  31,  1904.  How  much  of  that  is 
participating'?     A.  I  will  have  to  make  a  little  computation. 

MR.  FISKE:     I  have  that  figure  accurately  if  you  want  it. 

MR.  HUGHES :     Cannot  you  give  it  to  the  witness  ? 

MR.  FISKE:     Yes. 

THE  WITNESS :  I  probably  have  it  in  the  same  form,  but 
in  answer  to  your  question 

Q.  Go  on  and  answer  it.     A.  $6,291,057. 

Q.  The  next  specification  is  special  class  life  or  special  class, 
including  life,  endowment,  paid-up  life  and  paid-up  endowment, 
aggregating  $6,630,875,  as  of  December  31,  1904.  How  much  of 
that  is  participating?  A.  The  premiums  on  those  policies  were 
computed  on  a  table  of  mortality  equal  to  double  that  set  forth 
in  the  actuary's  rate,  or  combined  experience  table  of  mortality 
up  to  age  60,  and  then  gradually  approaching  the  actuary's  table 
of  mortality,  age  80,  and  the  net  premiums  found  by  that  table 

2583 


Testimony  of  James  M.  Craig 

of  mortality  were  applied  on  the  basis  of  our  regularly  pub- 
lished premium  rate,  and  the  amount  of  insurance  that  we  found 
our  ordinary  premium  rate  would  publish,  determined  the  amount 
of  insurance  that  we  could  give  under  these  special  class  policies. 
And  a  uniform  loading  of  fifteen  per  cent,  only  was  placed  upon 
those  net  premiums,  so  that  we  do  not  consider  them  as  partici- 
pating policies  from  the  point  of  view  of  an  actual  loading  having 
been  put  upon  the  premium.  If  there  be  any  surplus  it  must 
necessarily  come  from  a  saving  in  the  rate,  of  mortality  or  an 
excess  of  interest,  and  in  that  sense  they  are  participating  poli- 
cies. 

Q.  What  is  meant  by  special  class  ?  A. .  Sub-standard,  a  risk 
who  would  not  pass  a  first-class  examination  and  be  accepted  as  a 
first-class  risk. 

Q.  Have  you  tables  which  show  the  expectation  of  life  for  such 
risk?  A.  We  have  never  worked  up  the  table  of  expectation  of 
life  on  that  class,  but  the  table,  as  I  have  stated  it,  represents 
twice  the  rate  of  mortality  as  expressed  by  the  actuary's  table  as 
the  basis  of  our  computations. 

Q.  What  was  the  gain  in  1904  on  the  expected  mortality  in 
the  special  class?  A.  The  gain  in  money,  in  surplus,  or  in  the 
rate  of  mortality? 

Q.  Well,  put  it  both  ways.  A.  I  might  state  first,  Mr.  Coun- 
selor, that  we  classify  these  risks  into  certain  groups  which,  with 
your  permission,  I  will  name. 

Q.  Can  you  give  the  ag'gregates?     A.  Yes,  sir. 

Q.  So  as  to  save  the  time,  the  results  for  the  whole  class,  and 
we  can  examine  the  other  later,  if  it  seems  necessary?  A.  Taking 
in  the  whole  six  years'  experience  we  had  twenty — there  seems 
to  be  a  figure  missing  there,  but  the  total  probable  claim  on  the 
table  of  mortality  which  I  have  mentioned  were  491,209,  and  the 
actual  claims  amounted  to  347,  or  71  per  cent,  of  the  tabular  rate 
as  expressed  in  the  double  table  of  mortality. 
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Q.  What  amovint  of  money  represented  the  gain  on  mortality  on 
the  special  class  policies  for  the  year?  A.  I  do  not  seem  to 
have  that  among  the  data  here. 

Q.  You  said  there  were  several  groups  under  that  class.  With- 
out giving  the  particular  figures  at  present  as  to  each  group,  you 
might  indicate  what  the  g'roups  are?  A.  Liquor  dealers,  family 
history,  heart  trouble,  personal  history,  occupation,  overweight, 
albumen,  rheumatism,  asthma,  general  appearance,  under-weight, 
sugar. 

Q.  Now,  do  you  double  the  rate  of  mortality  on  all  those  groups 
uniformly?     A.  Yes,  sir. 

Q.  And  you  make  no  distinction  between  liquor  dealer  and 
asthma?    A.  None  whatever. 

Q.  Now,  the  next  class  is  intermediate,  including  life,  paid-up 
life,  etc.,  aggregating  at  the  end  of  December,  1904,  $117,385,157 
of  insurance  in  force.  How  much  of  that  is  participating?  A. 
In  the  same  set  as  already  stated  in  regard  to  the  special  class 
this  is  all  participating  with — I  say  in  harmony  with  what  was 
said  in  regard  to  the  special  class — ^but  there  is  this  difference, 
that  on  the  intermediate  premiums  a  rate  of  loading  was  put 
on  precisely  the  same  as  we  have  on  our  ordinary  non-partici- 
pating policies,  running  from  ten  per  cent,  up  to  17%  per  cent., 
ten  per  cent,  on  ten-year  endowment  and  ten-payment  life  and 
running  up  to  17%  per  cent,  on  whole  life,  while  it  was  a  uni- 
form loading  of  fifteen  per  cent,  on  all  special  class  mortalities, 
but  it  is  a  different  table  of  mortalities. 

Q.  Do  you  use  the  double  table  ?     A.  No. 

Q.  What  is  an  intermediate?  A.  An  intermediate  policy  is 
a  policy  that  was  designed  for  the  better  class  of  the  industrial 
risks. 

Q.  How  do  you  ascertain  the  degree  of  betterment  in  the 
risk?  A.  From  the  fact  that  the  man  is  able  to  pay,  save  up 
enough  money  to  pay  a  quarterly,  semi-annual  or  annual  pre- 
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mium  on  a  five  hundred  policy  as  against  the  man  who  lives 
from  hand  to  mouth  and  can  only  pay  a  weekly  premium. 

Q.  Do  you  measure  his  health  by  his  financial  ability?  A. 
The  records  seem  to  show  that  those  men  who  are  able  to  save 
a  little  money  are  better  risks  than  those  who  can  only 
pay  week  by  week. 

MR.  FISKE:  Ask'him  what  table  of  mortality  he  does  use. 

MR.  HUGHES :   Just  in  a  moment  I  will. 

Q.  Do  you  have  any  other  criterion  to  determine  that  a 
risk   is   a  better  one  than  the  fact  that  the   man   accepted 
is  able  and  willing  to  pay  more  money  ?      A.  I  think  we  have 
a  very  conclusive  demonstration  in  our  own  experience.      We 
took  the  issue  of  1893  on  our  $500  industrial  policy.     We  found 
that  the  death  rate  was  seven  per  thousand,  the  second  year 
fourteen  per  thousand  and  twenty-two  per  thousand  the  third 
year.        We   then   analyzed   that  business   in   its   third   year. 
The    ages    from    ten    up    to    sixty.     These    were    $500    in- 
dustrial policies,  premiums  payable  weekly.      And    here  were 
twenty-nine  thousand  lives  involved  in  1895,  that  was  three 
years  after  the  policies  were  issued.      We  found  that  the  total 
rate  of  mortality  was  168  per  cent,  of  the  actuary's  rate  of 
mortality'within  the  same  limit  of  ages.      We  then  classified 
our  total  industrial  business  within  those  same  limits  of  ages, 
and    by   a    strange    coincidence    the    ratio   was    precisely   the 
same,  viz.  168  per  cent.,  so  that  it  was  a  clear  demonstration 
to  us  that  the  benefit  of  a  medical  examination  had  ceased  to 
exist  on  those  policies  in  the  third  year.      And  so  when  the 
proposition  was  first  advanced,  through  the  agitation  of  the 
excessive  premiums  that  were  paid  particularly  for  the  larger 
industrial  policies,  we  had  no  other  criterion  to  guide  us  as  to 
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the  basis  of  mortality  except  our  own  experience  on  five 
hundred  dollar  industrial  policies.  And  so  we  computed  the 
intermediate  premiums  on  the  basis  of  the  Metropolitan  Ex- 
perience table  of  mortality  and  put  the  same  loading 

MR.  FISKE:  In  the  Industrial  Department  you  mean? 

THE  WITNESS:  In  the  Industrial  Department,  and  put 
the  same  stop  loading  on  that  we  had  in  our  ordinary  non- 
participating  policies. 

Q.  Were  these  risks  medically  examined?     A.  Yes,  sir. 

Q.  What  was  the  distinction  between  the  extent  of  examin- 
ation in  the  industrial  department  and  the  intermediate  de- 
partment? A.  If  my  memory  serves  me  correctly,  we  paid  a 
medical  fee  of  fifty  cents  on  the  $500  industrial  examinations, 
and  we  paid  one  dollar  for  the  intermediate  examination,  and 
the  examination  is  as  nearly  complete  as  it  is  for  an  ordinary 
application. 

MR.  FISKE :   This  paper  shows  it. 

(Producing  paper). 

Q.  I  am  handed  here  a  report  of  the  examining  physician 
which  I  understand  to  be  the  report  required  in  the  case  of 
intermediate  risks. 

MR.  FISKE :  Yes. 

Q.  Is  that  practically  as  full  a  report  as  the  one  that  is  re- 
quired in  the  ordinary  department?  A.  It  is  not  quite  as  full, 
but  it  contains  all  the  essential  facts  that  we  need  to  determine 
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whether  the  applicant  is  a  proper  risk  for  the  intermediate  de- 
partment. 

MR.  HUGHES :     I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  319  for  identification.) 

Q.  Then  I  understand  that  the  difference  between  the  sitii- 
ation  between  the  intermediate  department,  and  that  in  the 
industrial  department  is  that  in  the  latter  you  have  a  very  large 
number  of  risks  which  are  not  medically  examined,  but  simply 
medically  inspected,  but  in  the  intermediate  department  you 
have  a  medical  examination  for  which  you  pay  a  dollar?  A. 
Yes,   sir. 

Q.  How  do  the  .premiums  in  the  intermediate  department 
compare  with  the  premiums  in  the  ordinary  department?  A. 
They  are  higher. 

Q.  How  do  you  determine  what  is  the  difference  in  the  risk 
in  the  intermediate  department  and  in  the  ordinary  depart- 
ment?    A.  We  have  no  occasion  to  make  any  distinction. 

Q.  Do  you  have  any  knowledge  of  any  medical  facts  upon 
which  you  could  consider  the  risk  in  the  intermediate  depart- 
ment a  greater  one  than  in  the  ordinary  department  at  the 
same  age  for  the  same  amount  of  money?  A.  Oh,  our 
experience  is  our  guide  on  that. 

Q.  What  does  your  experience  show  ?  A.  Our  experience 

Q.  Do  you  have  five  hundred  dollar  policies  in  the  ordinary 
department?      A.  Oh,  no. 

Q.  You  do  not.  State  what  your  experience  shows,  please? 
A.  Our  experience  showsthat  in  the  fifth  year  the  rate  of  mor- 
tality is  III  per  cent,  of  the  actuary's  table. 

Q.  In  what  departments?  A.  In  the  intermediate  depart- 
ment. 
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Q.  What  is  it  in  the  ordinary  department?       A.  That  I 
have  not  brought  the  figures  with  me. 
Q.  Have  you  a  recollection? 

MR.  FISKE :    It  is  less  than  one  hundred  per  cent. 

THE  WITNESS:  It  is  less  than  lOO  per  cent.,  yes,  sir. 
And  every  year  after  that  it  is  more  in  excess  of  the  full 
tabular  rate  according  to  the  actuary's  table. 

Q.  The  Industrial  department  is  a  term  used  in  connection 
with  all  weekly  payment  business,  is  it?      A.  Yes,  sir. 

Q.  You  will  take  any  man,  no  matter  what  his  occupation 
may  be  or  his  means  of  earning  a  livelihood,  on  the  industrial 
plan  if  he  wants  to  insure  on  that  plan?  A.  No,  there  are 
certain  limitations  even  on  that. 

Q.  Oh,  well,  limitations  under  which  you  will  not  take  risks  ? 
A.  Yes. 

Q.  I  understand,  but  I  mean  to  say  you  do  not  require  that 
it  shall  appear  that  a  man  is  in  an  occupation  which  might 
be  termed  industrial?      A.  No,  sir.  ] 

Q.  And  you  do  not  require  that  in  the  intermediate?  A.  No, 
sir. 

Q.  How  do  you  account  for  this  difference  in  the  mortality  rate 
between  the  intermediate  and  the  ordinary?  A.  Well,  I  as- 
sume that  it  is  because  the  people  that  are  insured  under 
the  intermediate  form  of  contract,  taking  them  as  a  whole, 
have  not  the  same  facilities  for  good  living,  for  healthful  living, 
as  people  in  better  circumstances.  There  must  be  some 
among  them  who  while  able  to  pay  a  quarterly  or  semi-annual 
or  annual  premium,  a  large  number  of  them  who  nevertheless 
by  their  occupation,  their  mode  of  life',  their  sanitary  sur- 
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roundings  are  not  up  to  the  standard  of  an  ordinary  -applicant 
or  risk. 

Q.  How  long  have  you  written  an  intermediate  business? 
A.  Since  the  year  1896. 

Q.  Now  take  the  industrial  department  as  shown  by  this 
statement;  the  amount  in  force  December  31,  1904,  of  all 
classes  is  $1,127,889,229.  Identify  the  class  there  which  is 
participating  and  read  the  amount  of  the  insurance  in  that 
class?     A.  $1,190,309.      Excuse  me,  what  was  your  question? 

Q.  What  is  participating?  A.  Oh,  no  participating — :no  in- 
dustrial policies  are  participating. 

Q.  Now  will  you  take  the  amount  paid  for  dividends  in  the 
year  1904  aggregating  $876,790  and  tell  me  how  those  were  di- 
vided among  these  various  classes  of  insurance?  While  we  are 
waiting  for  that,  take  the  item  $657,816  paid  in  1904  on  sur- 
rendered policies  and  tell  me  upon  what  classes  of  policies 
those  amounts  were  paid?  A.  I  don't  know,  sir.  (To  Mr. 
Fiske).  I  thought  perhaps  you  might  have  it  among  the 
mass  of  papers  you  have  there,  the  dividends  that  were  paid 
under  each  division,  $800,000  in  dividends  that  were  paid,  so 
much  for  ordinary,  so  much  for  intermediate  and  so  much 
for  industrial.  Mr.  Fiske,  have  you  that  slip  I  gave  you 
this  morning  showing  the  amount  paid  for  surrender  values 
on  industrial  policies  written  in  lead  pencil? 

(Mr.  Lindabury  handed  the  witness  a. paper). 

Q.  Now  the  question  is  how  the  amount  of  $677,816  the  total' 
paid  on  surrendered  policies  was  divided?  A.  That  amount 
was  how  much,  Mr.  Hughes? 

Q.  $657,816.  A.  I  am  not  quite  sure,  Mr.  Counselor,  but 
subject  to  confirmation,  the  amount  paid — can  you  defer  that 
question?  I  am  sure  that  this  is  not  what  I  want;  surrender 
values  is  not  paid  in  cash  and  this  is  a  cash  item. 

Q.  What  I  want  is  to  know  just  what  has  been  paid  in  divi- 


2590 


Testimony  of  James  M.  Craig 

dends  and  on  surrender  values  on  those  various  classes  of  poli- 
cies, how  the  totals  given  in  the  statement  are  divided?  A-I 
can  give  that  to  you  after  lunch. 

MR.  LINDABURY:  I  have  just  found  this  (handing  vi^it- 
ness  paper). 

THE  WITNESS :  This  relates  to  ordinary  policies  and 
special  class. 

Q.  Well,  do  not  let  us  wait  on  it  now  if  you  have  not  got  it. 
You  can  get  it  later.  A.  I  will  make  a  memorandum.  He  has 
got  it  so  condensed  here. 

MR  FISKE :  Just  keep  cool  and  read  it. 

THE  WITNESS:  It  was  the  total  amount  of  dividends, 
counsellor? 

Q.  $876,798  is  the  total  amount  stated  to  have  been 
divided  as  dividends  to  policyholders  in  1904.  Now, 
how  was  that  distributed  according  to  the  various  classes 
of  policies?  A.  For  the  industrial  department  $639,- 
802;  for  the  intermediate  branch  of  the  ordinary  department 
$218,529;  special  class  $10,374;  ordinary  department  proper 

$7>993- 

Q.  Now," on  what  classes  of  policies  in  the  industrial  depart- 
ment were  those  amounts  aggregating  $639,802  paid  out? 
A.  On  all  forms  of  policies  excepting  paid-ups  and  what  we 
designate  increasing  life  or  endowment  policies. 

Q.  By  the  increasing  life  and  endowment  you  refer  to  that  • 
item  which  amounts  to  $348,649,991  as  outstanding  on  De- 
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cember  31  1904?  A.  Yes,  sir;  but  I  am  not  sure  but  what  it 
rnay  also  include  the  item  above — infantile  endowment. 

Q.  Amounting  to  $239,187,420?     A.  Yes. 

Q.  Neither  of  those  items,  that  is  none  of  the  policies  em- 
braced in  those  items  get  any  dividends?  A.  No,  sir,  for 
the  reason  that  there  is  a  guaranteed  annual  increase. 

Q.  In  the  insurance?      A.  In  the  insurance. 

Q.  Under  the  plan  to  which  we  will  refer  in  a  moment?  A. 
Yes,  sir. 

Q.  So  that  the  larger  part  of  the  industrial  insurance  upon 
which  this  distribution  was  made  was  the  industrial  life?  A. 
Yes,  sir. 

Q.  For  that  is  the  larger  part  of  the  residue  aggregating 
$442,400,289?      A.  Most  of  it  was  on  that. 

Q.  And  the  distribution  of  that  was  ten  times  the  weekly 
payment?    A.  Yes,  sir. 

Q.  That  is  at  the  five  year  period?     A.  Yes,  sir. 

Q.  Dividing — classifying  these  into  five  year  terms?  A. 
Yes,  sir. 

Q.  Now  you  have  spoken  of  a  special  class,  with  a  higher 
rate  of  mortality  and  with  premiums  fixed  according  to  the 
higher  rate  of  mortality  as  shown  by  your  company's  expe- 
rience?   A.  Yes,  sir. 

Q.  Are  your  published  reserves  computed  according  to  that 
higher  rate  of  mortality  upon  which  premiums  are  based 
and  which  is  shown  according  to  your  table  or  according  to  the 
American  experience  table  ?  A.  The  rule  up  to  the  present 
time  by  both  New  York  and  Massachusetts  insurance  depart- 
ments has  been  to  value  those  policies  as  if  they  were  written 
for  even  thousands  of  dollars ;  for  instance  if  the  net  amount 
of  insurance  was  $700  with  a  lien  of  $300,  they  would  value 
that  contract  as  if  it  were  a  straight  contract  for  $1,000. 

Q.  Now,  can't  you  answer  my  question,  and  that  is  this : 
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While  you  based  your  premiums  upon  the  high  rate  of  moi- 
tahty  which  you  had  experienced  in  your  company,  is  your 
published  legal  reserves  computed  on  the  mortality  as  shown 
by  the  American  experience  table  ?  A.  They  were  not,  but  we 
wish  they  were. 

Q.  What  were  your  published  reserves  computed  upon? 
A.  On  the  combined  experience  and  the  American  tables  of 
mortality. 

Q.  How  do  you  mean  by  combined  experience?  A.  Com- 
bined experience  up  to  the  year  1901  and  the  American  table 
since  that  time — actuary's  table. 

Q.  My  attention  is  called  to  Section  84  of  the  Insurance  Law 
providing  that  the  superintendent  may  raise  the  standard  of 
interests  in  mortality  in  the  case  of  corporations  from  foreign 
countries  and  in  particular  cases  of  invalid  lives  and  other 
extra  hazards  and  value  policies  in  groups  using  approximate 
averages  for  fractions  of  years  and  otherwise,  and  so  on.  I 
want  to  know  whether  as  a  matter  of  fact  there  has  been  a 
separate  valuation  of  your  policies  on  the  special  class  on  a 
different  basis  from  the  valuation  of  your  policies  in  the 
ordinary  department?  A.  Up  to  the  present  time  there  has  not 
been. 

Q.  Up  to  the  present  time  they  have  not  been?  A.  They 
have  not  been. 

Q.  When  I  spoke  a  moment  ago  of  the  published  reserves, 
I  had  reference  not  to  your  calculations  in  your  own  company 
but  I  had  reference  to  the  actual  amount  of  legal  reserve  com- 
puted, in  these .  special  classes  or  special  class  departments. 
Now,  as  a  matter  of  fact  your  legal  reserve  is  based  there  on 
the  same  rate  of  mortality  that  your  ordinary  policies  are? 
A.  Yes,  sir ;  but  for  a  higher  amount  of  insurance  than  we  have 
guaranteed  to  pay. 

Q.  How  much  higher?       A.  According  to  the  amount  of 
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lien  charged  on  the  policy,  ranging  from  say  $ioo  for  $i,ooo, 
and  perhaps  on  a  ten  year  endowment  policy  up  to  $300  on 
a  whole  life  or  twenty  payment  life.  If  you  will  permit  me 
to  say  that  we  ran  against  a  little  difficulty  in  determining  the 
surplus  on  these  policies,  because  we  found  that  by  charging 
the  reserve  according  to  the  method  adopted  by  New  York  and 
Massachusetts  we  were  not  able  to  show  any  surplus  whatever, 
and  therefore  we  had  no  surplus  to  distribute;  while  on  the 
basis  of  the  table  of  mortality  upon  which  our  premiums  were 
constructed  we  had  a  very  substantial  surplus,  and  so  we 
had  a  conference  with  the  actuary  of  the  Insurance  Depart- 
ment of  New  York  and  presented  the  matter  to  him  and  show- 
ed him  on  the  basis  of  the  business  in  force  last  December 
what  the  aggregate  reserve  was  according  to  the  prevailing 
method  and  what  it  would  be  on  a'  double  mortality  basis, 
and  there  was  only  a  difference  of  $12,000  in  the  aggregate 
reserve,  and  he  said  hereafter  we  are  willing  to  value  these 
policies  on  the  basis  of  your  own  mortality  table ;  and  we  are 
now  discussing  the  subject  with  the  Massachusetts  De- 
partment, so  that  we  may  be  able  to  determine  our  surplus  and 
pay  our  dividends  according  to  the  table  of  mortality  upon 
which  the  premiums  have  been  constructed. 

BY  THE  CHAIRMAN: 

• 

Q.  What  do  you  mean  by  a  lien  upon  a  policy  ?  A.  It  don't 
amount  to  anything;  it  is  simply  put  on  to  the  amount  of  in- 
surance that  we  can  afford  to  pay  to  bring  it  up  to  an  even 
thousand  dollars. 

Q.  You  spoke  of  a  seven  hundred  dollar  policy  with  a  lien 
upon  it  or  against  it  of  $300.  What  do  you  mean  by  that?  A. 
The  amount  of  insurance  that  we  charge  for  an  ordinary  policy 
of  $1,000  will  buy  in  the  special  class  a  policy  for  $700;  but  we 
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make  it  for  the  nominal  sum  of  $i,ooo  and  charge  this  lien 
against  that  $i,ooo,  agreeing  to  keep  a  separate  account  of  the 
experience  in  this  class  and  to  reduce  that  lien  from  the  pro- 
fits. 

Q.  Why  do  you  call  it  a  lien  ?     A.  Well 

BY  MR.  HUGHES: 

Q.  It  is  an  amount  which  you  are  not  going  to  pay  until 
it  is  made  good  ?    A.  No,  sir. 

Q.  In  other  words  you  write  a  policy  for  a  thousand  dollars 
with  a  lien  on  it  for  $300 ;  that  policy  is  only  good  for  $700  until 
you  make  the  $300  out  of  profits?      A.  Yes,  sir. 

Q.  So  that  what  you  do  is  this,  that  you  double  the  rate  of 
mortality?    A.  Yes,  sir. 

Q.  And  then  ytm  put  a  lien  against  the  policy?    A.  Yes,  sir. 

Q.  In  your  special  class?    A.  Yes,  sir. 

Q.  Now  let  me  have  a  specimen  form  of  that  special  class 
policy  while  we  are  on  the  subject;  we  will  get  a  form  in  a 
minute  I  guess.  Is  this  one  of  the  special  class  policies  (show- 
ing paper  to  witness)  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  ofifer  this  in  evidence. 

(Paper  marked  Exhibit  319). 

MR.  FISKE :  You  will  understand  there  are  various  forms. 

THE  WITNESS :  The  paragraph  is  the  same  in  all. 

MR  HUGHES:  We  will  take  this  life;  we  will  go  upon 
the  record  with  this,  a  life  limited  payment  under  the  special 
class,  and  the  paragraphs  which  embrace  the  matters  referred 
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to  by  the  witness  are  indicated  to  be  as  paragraphs  ii  and  12 
which  I  will  read  as  follows : 

"On  the  basis  of  the  facts  stated  in  the  application  the  risk 
IS  assumed  by  the  company  only  on  conditions  that  the  lien  of 

is  placed  against  this  policy  and  this  policy  is 

issued  subject  to  said  lien  and  the  same  shall  be  deducted 
from  the  face  value  thereof  in  any  settlement  of  this  policy 
at  death  or  maturity  unless  the  company  shall  hereafter  cancel 
such  lien. 

"12.  This  policy  is  placed  in  a  separate  class  and  a  separate 
account  shall  be  kept  of  the  mortality  of  that  class,  and  from  the 
surplus  funds,  if  any,  a  dividend,  the  amount  of  which  shall  be 
in  the  discretion  of  and  shall  be  determined  by  the  officers  of  the 
company,  will  be  assigned  to  it  if  in  force  at  the  end  of  five  years 
from  its  date,  at  the  end  of  ten  years  from  its  date  and  annually 
thereafter,  and  said  dividends  shall  be  applied  first  to  a  reduc- 
tion of  the  lien  so  long  as  any  portion  thereof  remains,  and  after 
the  lien  shall  have  been  cancelled,  the  dividends  will  be  payable 
in  cash." 

Q.  Now,  then,  you  have  a  policy  of  this  class,  say  of  a  thousand 
dollars,  against  which  a  lien  of  $300  is  placed.  When  you  fix 
the  premium  for  that  policy  do  you  double  the  rate  of  mortalit)'' 
and  fix  the  premium  on  a  thousand  dollar  basis?  A.  Yes,  sir. 
Do  I  understand  your  question? 

MR.  HUGHES :     Have  it  read,  please. 

O.  (Repeated  as  follows)  :  Now,  then,  you  have  a  policy  of 
this  class,  say  of  a  thousand  dollars,  against  which  a  lien  of  $300 
is  placed.  When  you  fix  the  premium  for  that  policy  do  you 
double  the  rate  of  mortality  and  fix  the  premium  on  a  thousand 
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dollar  basis?  A.  When  I  said  yes  I  meant  in  the  sense  that 
primarily  all  premiums  are  put  cm  the  basis  of  a  thousand  dollars 
and  then  the)'  are  adjusted  proportionately  for  whatever  amount 
of  insurance  is  in  question. 

Q.  If  you  have  a  policy  of  a  thousand  dollars  with  a  lien  against 
it  of  $300  what  do  you  figure  the  premiums  with  reference  to — 
$700  or  a  thousand  dollars  ?     A.  $700. 

Q.  $700?     A.  Yes,  sir. 

Q.  Give  me,  please,  the  amount  of  premium  that  would  be  paid 
at  age  50  for  a  thousand  dollars  insurance  in  the  ordinary  depart- 
ment, ordinary  life?     A.  $41.12. 

Q.  Give  me  the  premium  that  would  be  paid  in  the  special  class 
ordinary  life,  age  50,  $1,000?  A.  For  $1,000  of  net  insurance 
the  premium  would  be  $61.75. 

Q.  What  would  it  be  at  that  age  for  a  thousand  dollars  gross 
insurance  ?  A.  Oh,  the  premium  would  be  the  same.  We  charge 
the  same  premium,  but  the  insurance,  net  insurance,  is  reduced. 

Q.  Now,  just  give  me  an  answer  specifically  to  my  question. 
In  the  special  class,  age  50,  ordinary  life,  gross  insurance  $1,000, 
without  making  a  deduction  for  any  lien,  how  much  is  the  pre- 
mium? A.  I  don't  know  whether  I  quite  comprehend  what  you 
mean  in  the  statement  "without  making  any  reduction  for  the 
lien"? 

Q.  I  mean  to  say,  if  you  have  a  policy  which  on  the  face  of  it 
calls  for  $1,000,  that  is,  in  the  blank — a  sum  not  to  exceed  blank 
dollars — you  write  $1,000,  and  .the  ag'e  is  50  and  the  plan  is  ordi- 
nary life  and  the  class  is  special,  what  is  the  premium?  A.  The 
premium  must  be  $41.12. 

Q.  That  is  the  ordinary  department?     A.  Yes. 

Q.  Now,  what  is  it  in  the  special  class?  A.  The  same  pre- 
mium. 

Q.  The  same  premium?     A.  Same  premium. 

Q.  Let  us  make  that  clear,  just  what  we  want  to  get  at,  just 


2597 


Testimony  of  James  M.  Craig 

what  you  actually  did  do.  Now,  the  point  is  this:  If  a  man 
comes  to  you  and  asks  for  a  thousand  dollars  of  insurance,  age 
50,  on  the  ordinary  life  plan  and  he  is  an  ordinary  risk,  and  he 
is  written  in  the  ordinary  department,  his  premium,  I  under- 
stand you  to  say,  is  $41.12?    A.  $41.12. 

Q.  Now,  if  you  put  him  in  a  special  class  with  a  gross  insur- 
ance, that  is,  a  maximum  of  a  thousand  dollars,  but  a  lien  against 
it:  and  his  age  is  50  and  the  plan  is  the  same,  what  is  the  amount 
of  his  premium?    A.  $41.12. 

Q.  Then  the  difference  is  entirely  in  the  lien?    A.  Yes,  sir. 

Q.  Now,  what  is  the  amount  of  lien  which  at  that  age  is  put 
against  the  policy  of  a  thousand  dollars  on  that  plan  ?  A.  At  age 
50,  the  amount  of  the  lien  would  be  $334. 

Q.  And  what  is  the  basis  upon  which  the  amount  of  the  lien  is 
arrived  at?  A.  Being  the  difference  between  $1,000  and  the 
amount  of  insurance  that  we  find  $41.12  will  pay  for. 

Q.  And  how  do  you  find  what  $41.12  pays  for?  A.  By  apply- 
ing the  regular  formula  of  a  life  premium  to  this  table  of  mor- 
tality. 

Q.  With  a  double  rate?  A.  With  a  double  rate,  plus  the  load- 
ing of  seventeen  and  one-half  per  cent.,  which  is  this  same  pre- 
mium. 

Q.  Now,  I  think  we  understand  it.  Has  this  table  of  mor- 
tality been  published?    A.  Yes. 

Q.  Is  it  designated  by  a  name — that  is,  is  it  known  to  the  in- 
itiated by  any  special  name?    A. .Yes. 

Q.  What  is  the  name?    A.  I  don't  remember  it. 

Q.  Is  it  known  as  Craig's  Impaired  Life  Table?  A.  I  believe 
so,  yes.  Will  you  permit  me,  Mr.  Counsellor,  in  connection  with 
what  Mr.  Fisk  said,  to  remark  that  when  these  applications  come 
into  the  office  it  requires  three  votes  out  of  five  for  a  man  to  be 
accepted. 

Q.  Who  does  the  voting?    A.  Well,  the  doctor,  the  first  vice- 
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president,  the  third  vice-president,  the  actuary,  the  fourth  vice- 
president  and  the  manager  of  the  ordinary  department. 

Q.  What  do  they  know  about  it  except  what  appears  from  the 
doctor's  examination?    A.  Nothing  except  their  judgment. 

Q.  How  do  their  votes  add  anything  to  the  security?  A. 
Well,  it  is  simply  the  combined  judgment  of  the  professional 
medical  man  and  the  practical  insurance  man.  Sometimes  a 
doctor  will  put  a  man  into  the  special  class  where  he  has  made 
application  for  a  regular  policy,  and  there  will  be  three  votes 
to  issue  that  policy  as  applied  for  against  the  doctor's  vote, 
for  it  takes  three  out  of  five  for  the  man  to  pass  at  all. 

Q.  Now,  with  reference  to  your  Industrial  Department, 
you  have  in  your  company  a  mortality  table  from  your  in- 
dustrial experience?      A.  Yes,  sir. 

Q.  You  use  that  for  your  valuaticms?  A.  No,  sir,  we  do 
not. 

Q.  Is  one  as  large  used?      A.  Is  what? 

Q.  As  large.      A.  I  don't  quite  catch  that. 

Q.  Does  the  table  used  show  as  high  a  rate  of  mortality  in 
making  your  valuations  as  the  table  of  your  own  experience — 
which  is  made  up  from  your  own  experience?  A.  I  guess  I 
must  be  a  little  dull  this  morning.  Please  read  that  question-, 
again,  will  you. 

Q.  (Repeated).  The  point  is  this.  You  have  a  mortality^ 
table  from  your  industrial  experience  and  you  do  not  use  that; 
in  making  valuations  ?      A.  No,  sir. 

Q.  Now,  do  you  use  a  table  with  a  less  or  greater  mortality? 
A.  Oh,  we  use  the  standard  tables. 

Q.  With  the  less  mortality?      A.  With  the  less  mortality, 

MR.  LINDABURY :  The  statute  requires  them  to  do  that, 
doesn't  it? 
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MR.  HUGHES :  That  is  another  story  and  it  is  not  quite 
in  that  form. 

Q.  What  would  be  proper  in  making  a  valuation  apart  from 
any  question  of  statute — what  would  be  proper  in  making  a 
valuation  of  your  industrial  policies,  to  make  a  valuation  on 
the  basis  of  your  mortality  experiences,  or  to  continue  a  valu- 
ation upon  the  basis  of  a  different  mortality  experience  ?  A. 
If  we  had  our  way  and  we  could  make  it  universal,  of  course 
we  would  base  it  on  our  table  of  mortality,  but  where  you 
have  forty  different  states  and  forty  different  insurance  com- 
missioners, and  oftentimes  each  man  having  views  of  his  own, 
and  sometimes  very  decided  views,  we  come  into  conflict  and 
confusion. 

Q.  Those  are  practical  difficulties?  A.  They  are  very  prac- 
tical. 

Q.  As  far  as  you  were  an  actuary  in  determining  what  ought 
to  be  done,  you  would  say  that  the  table  of  mortality  from 
your  own  experience  should  be  the  basis  of  your  valuations? 
A.  Yes,  sir,  but  if  you  will  permit  me  to  say  that  we  would 
hardly  think  it  fair  for  the  State  of  New  York  to  impose  such 
a  valuation  upon  the  Metropolitan  Life  Insurance  Company, 
while  the  statute  of  various  States  permit  them  to  value  on 
a  lower  standard  of  valuation. 

(Recess  until  2.30  P.  M.) 
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AFTER  RECESS. 
JAMES  M.  CRAIG,  resumed. 
BY  MR.  HUGHES  :      - 

Q.  Has  the  table  of  mortality  according  to  the  experience 
of  your  company  in  the  industrial  department  been  published  ? 
A.   No,  sir. 

Q.  In  what  form  is  it?  A.  It  is  in  the  usual  form  in  which 
mortality  tables  are  prepared,  showing  the  number  living  at 
each  age  and  the  number  dying. 

Q.  I  mean  is  it  typewritten  or  printed?    A.  No,  sir. 

Q.  Is  it  in  writing?      A.  Yes,  sir,  in  writing. 

Q.  Can  you  furnish  a  copy  of  it  to  the  Committee  ?  A.  Yes, 
sir. 

Q.  We  should  be  glad  to  have  a  copy.  A.  If  you  will  permit 
me,  Mr.  Hughes,  in  connection  with  the  line  of  questioning 
prior  to  luncheon,  some  years  ago  we  made  a  valuation  of  our 
outstanding  contracts  on  the  basis  of  the  Metropolitan  table 
of  mortality  and  we  found  that  the  total  reserve  on  that  basis 
according  to  my  recollection  would  be  about  $300,000  in  excess 
of  what  it  was  on  the  statutory  basis.  But  my  impression  is 
that  under  the  changed  contracts  which  the  company  has  since 
written,  namely  mostly  endowment  instead  of  all  whole  life, 
that  there  would  be  no  material  difference  between  the  valua- 
tion on  the  two  tables,  although  companies  writing  altogether 
whole  life  policies  and  perhaps  small  companies  would  by 
the  severer  tests  probably  be  unable  to  stand  up  under  it ; 
and  if  such  a  table  were  put  in  operation  by  law  as  to  the 
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contracts  of  the  Metropolitan  and  it  did  require  an  increased 
reserve,  why  it  would  probably  mean  a  lessening  of  the 
dividends  or  other  concessions. 

Q.  I  want  to  get  from  you  what  the  facts  are  with  reference 
to  concessions  made  by  the  Department  of  Insurance  in  the 
valuation  of  your  industrial  policies.  And  before  taking  up 
the  situation  in  New  York  I  would  like  to  inquire  whether 
your  company  has  received  certain  reserve  concessions  in 
Massachusetts?     A.  On  special  class  policies? 

Q.  On  industrial  policies  ?     A.  We  have,  yes,  sir. 

Q.  From  what  time  do  those  concessions  date  ?  A.  Approxi- 
mately from  the  year  1880  or  1881. 

Q.  What  is  the  amount  of  the  concessions?  The  actual 
arnount  I  could  not  state 

Q.  What  is  the  difference  between  the  method  of  valuation 
employed  in  Massachusetts  with  reference  to  industrial  poli- 
cies and  that  employed  with  reference  to  ordinary  policies? 
A.  The  valuation  in  Massachusetts  as  applied  to  industrial 
policies  is  the  charge  against  the  current  year's  issue  5-12  of 
six  months  reserve  and  in  the  second  year  75  per  cent,  of  the 
full  reserve  and  in  the  third  and  subsequent  years  the  full 
reserve. 

Q.  Does  that  mean  the  same  thing  that  in  the  first  year  you 
have  seven-twelfths  of  the  ordinary  reserve  allowance?  In  valu- 
ing ordinary  insurance  it  is  assumed  that  the  full  year's  pre- 
mium is  always  paid  and  the  company  is  permitted  to  take  credit 
for  such  portion  of  that  year's  premium  which  is  not  paid  be- 
cause of  the  charges  in  the  liability  of  the  four-years'  premium. 
But  in  valuing  industrial  insurance  no  account  is  ever  taken  of 
such  a  thing  as  the  deferred  premium,  because  there  are  no  de- 
ferred premiums.  Each  weekly  premium  is  a  complete  unit  in 
itself,  so  that  in  the  second  year — I  think  I  can  illustrate  it  better 
in  the  second  year — in  the  second  year  eighteen  months'  reserve 
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would  constitute  the  full  reserve  on  the  policy,  the  average  date 
of  issue  being  July  ist  in  the  previous  year;  so  that  eighteen 
months  would  elapse  from  the  average  date  of  issue  to  the  31st 
of  December  of  the  succeeding  year.  So  if  they  were  to  charge 
us  with  the  full  reserve  in  the  third  year  it  would  be  three  months' 
reserve  with  an  average  date  of  issue  as  of  July  ist,  but  they 
charge  us  with  five-twelfths  of  six  months'  reserve,  which  is 
something  less  than  three  months. 

Q.  For  the  first  year  ?    A.  For  the  first  year. 

Q.  And?  A.  And  75  per  cent,  of  eighteen  months'  reserve 
in  the  second  year  and  twenty  months'  full  reserve  in  the  third 
year  and  the  full  reserve  every  year  thereafter. 

Q.  Now,  what  is  the  extent  of  the  concession  on  industrial 
policies  allowed  by  the  department  in  New  York?  A.  At  the 
time  the  concession  was  allowed  by  the  New  York  Insurance 
Department 

Q.  And  what  time  was  that?  A.  About  the  same  time,  1880 
or  1 881,  according  to  the  best  of  my  recollection,  I  believe,  no 
death  benefit  was  given  in  the  first  three  months  of  the  policy. 
One-third  benefit  was  given  in  the  event  of  death  occurring  in  the 
second  three  months,  and  two-third  benefit  if  death  occurred  in 
the  second  six  months.  The  one-third  benefit  in  the  second  three 
months  was  equivalent  to  one  full  month's  benefit,  and  the  two- 
third  benefit  in  the  second  six  months  was  equivalent  of  four  full 
months'  benefit,  making  five  full  months'  benefit,  and  the  average 
date  of  the  policies  was  July  ist.  The  average  age  was  six 
moijths  less  than  the  stated  age,  because  all  applicants  are  written 
at  age  next  birthday. 

Q.  Now,  stop  for  a  moment.  In  the  ordinary  insurance  all 
applicants  are  written  according  to  the  age  of  their  next  birthday, 
are  they  not?    A.  Yes. 

Q.  And  policies  are  valued  accordingly?    A.  Yes. 

Q.  In  industrial  insurance  in  this  State  all  applicants  or  policies 
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are  valued  on  the  basis  that  the  age  was  taken  at  the  age  next 
birthday  ?    A.  No,  that  is  the  way  the  applications  are  written. 

Q.  Yes,  the  applications  are  written  in  the  age  next  birthday? 
A.  Yes. 

Q.  Instead  of  their  nearest  birthday?    A.  Yes. 

Q.  And  the  policies  are  valued  accordingly?  A.  Well,  per- 
haps that  explanation  would  not  be  complete  in  itself.  That  is 
only  a  partial  reason. 

Q.  Well,  apart  from  the  reason?  A.  They  are  valued  on  the 
basis  of  the  actual  age,  not  age  next  birthday  nor  the  nearest 
age,  but  the  average  actual  age. 

Q.  Leaving  out  of  view  for  the  time  infantile  policies  and 
taking  simply  the  policies  on  adults  in  the  industrial  department, 
which  I  understand  to  begin  with  age  in  your  com,pany?  A. 
Yes. 

Q.  Is  there  a  reserve  required  by  the  department  the  first  year  ? 
A.  On  adult  policies? 

Q.  Yes.  A.  Not  on  adult  life  policies,  but  the  full  reserve  on 
all  endowment  policies. 

Q.  But  not  on  adult  life  policies?    A.  No. 

Q.  What  reserve  is  required  the  second  year?  A.  The  reserve 
required  at  the  second  year — and  I  may  add  that  the  great  bulk 
of  the  business  of  the  company  written  since  the  year  1896,  has 
been  on  the  endowment  plan. 

Q.  Taking  up  the  adult  life  plan,  according  to  the  rulings  of  the 
department  in  New  York,  there  is  no  reserve  the  first  year?  A. 
No. 

Q.  What  is  the  reserve  the  second  year?  A.  One  year's  ter- 
minal reserve. 

Q.  On  a  policy  at  the  age  of  next  birthday  when  policy  issued? 
A.  Yes,  sir. 

O.  What  is  the  reserve  the  third  year?  A.  Two  years'  ter- 
minal reserve. 
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Q.  On  the  same  basis?     A.  Yes,  sir. 

Q.  And  so  on  continuously?     A.  Yes. 

Q.  Now,  to  what  extent  is  the  first  terminal  reserve  charged 
against  a  policy  at  the  end  of  the  second  year  less  than  the  first 
mean  reserve  charged  against  ordinary  policies  at  the  end  of  the 
first  year?  A.  Well,  I  could  not  state  that  question  offhand,  nor 
is  there  any  direct  relation  between  them. 

Q.  Would  it  be  approximately  five  dollars  and  odd  cents  ?  A. 
Have  you  "Principles  of  Whitecraft"  there  or  any  books  with 

(Book  handed  witness.) 

Did  you  ask  for  any  particular  age,  Mr.  Hughes  ? 

Q.  The  average  I  was  looking  for?     A.  We  will  take  age  35. 

Q.  Well,  take  an  average?  A.  The  first  year's  terminal  re- 
serve at  age  35  on  one  thousand  dollars  of  insurance  is  $11.76. 

Q.  That  is  on  the  ordinary  -basis  ?  A.  That  would  be  the 
reserve  that  would  be  charged  at  the  end  of  the  second  year  on  an 
industrial  policy  for  one  thousand  dollars  issued  at  age  thirty- 
five. 

Q.  How  much  less  is  that  than  the  first  mean  reserve  charged 
against  ordinary  policies  the  first  year?  A.  Age  thirty-five,  the 
mean  reserve  on  one  thousand  dollars,  full  life,  $15.84. 

Q.  Making  a  difference  ?      A.  Of  $4.08. 

Q.  What  is  the  amount  charged  against  ordinary  policies 
the  second  year?     A.  $27.79. 

Q.  And  what  would  be  the  amount  of  the  terminal  reserve 
charged  against  industrial  policies  at  the  same  time?  A. 
$23.91,  a  di"fference  of  $3.88. 

Q.  But  in  the  one  case  the  charge  of  $27.79  is  at  the  end  of 
the  second  year  and  $23.91  is  at  the  end  of  the  third  year?  A. 
Yes,  sir. 

Q.  What  will  be  the  charge  against  an  ordinary  policy  at 
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the  end  of  the  second  year?  $27.79.  Now,  on  the  industrial 
basis  what  is  the  charge  at  the  end  of  the  second  year?  $11.76? 
■A.  $11.76. 

Q.  Making  how  much  difference?      A.  $16.03. 

Q.  And  what  is  the  amount  charged  against  an  ordinary 
poHcy  at  the  end  of  the  third  year?      A.  $40.14. 

Q.  What  is  the  amount  charged  against  an  industrial  policy 
the  third  year?     A.  $36.45. 

Q.  No,  that  is  the  fourth  year,  is  it  not?  At  the  end  of 
the  third  year  $23.91,  would  it  not  be?     A.  $23.91. 

Q.  And  how  much  is  the  difference?     A.  $16.23. 

Q.  Can  you  tell  me  whether  that  statement  now  shown  you 
is  correct  comparative  table  of  reserves  at  age  35  comparing 
the  industrial  reserve  in  New  York  and  Massachusetts  re- 
spectively with  the  full  reserve  of  the  industrial  policies 

(Witness  examines  table). 

You  cannot  get  it  now,  you  had  better  take  it,  because  I 
do  not  want  to  take  up  any  further  time  with  it  now.  I  would 
like  to  have  such  a  table  put  in  later.  Now,  we  have  been 
referring  to  adult  industrial  insurance;  in  the  case  of  policies 
on  infantile  ages  is  there  any  reserve  between  two  and  ten 
years  old?  A.  All  infantile  contracts  written  by  the  Metro- 
politan since  the  beginning  of  1896  have  been  on  the  en- 
dowment plan.  The  company  voluntarily  wrote  those  policies 
on  that  plan. 

Q.  Well,  is  it  not  a  fact  that  policies  on  infantile  ages  are 
treated  as  term  insurance?  A.  No,  sir.  As  a  matter  of  fact, 
the  company  put  up  at  the  end  of  the  last  year  over  six  million 
dollars  more  reserve  on  those  infantile  policies  than  if  they  had 
been  written  as  life  contracts,  and  the  death  benefits  are  the 
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same  up  to  age  twelve  as  other  industrial  companies  then,  and 
there  is  a  guaranteed  addition  every  year  after  age  13  besides. 
Q.  What  is  the  sort  of  infantile  insurance  to  which  you  are 
referring?  A.  Endowment,  whether  the  year  of  termination 
varies  from  42  up,  that  you  were  questioning  Mr.  Hegeman 
on  yesterday. 

MR.  FISKE :  It  is  the  only  kind  we  issue. 

THE  WITNESS:  No,  we  also  write  twenty  year  endow- 
ment. 

MR.  FISKE :  Yes,  except  them.        '       . 

Q.  I  have  here  a  letter  under  date  of  July  27th,  1904,  by 
the  superintendent  of  insurance  to  a  certain  policyholder  in 
which  he  uses  the  following  language :  Your  favor  of  the  25th 
inst.  relating  to  the  surrender  value  of  certain  industrial  poli- 
cies has  been  received.  The  provisions  of  Section  88  of  the 
Insurance  Law  surrender  value  of  lapsed  or  forfeited  policies, 
do  not  apply  to  industrial  policies  having  been  waived  in  the 
application  therefor.  The  surrender  of  your  policies  are  made 
according  to  a  rule  adopted  by  the  company.  Policies  on 
infantile  ages  are  term  insurance  and  have  no  surrender  values. 
The  company's  rule  is  published  in  each  issue  of  its  paper 
"The  Metropolitan"  of  which  you  must  have  copies.  You 
should  have  no  trouble  in  understanding  it.  I  want  to  ask 
you  what  the  explanation  of  that  is?  A.  I  think  the  Superin- 
tendent of  Insurance  was  simply  quoting  the  language  of 
Section  55  of  the  New  York  Insurance  Law,  which  provides 
that  the  company  may  issue  yearly  renewable  term  policies. 

Q.  Do  you  as  a  matter  of  fact  have  a  reserve  on  your  in- 
fantile insurance?      A.  We  certainly  do. 
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O.  Now,  to  what  extent  and  on  what  basis  is  it  computed? 
A.  It  is  computed  on  the  basis  of  the  statutory 
Lasis — there  is  a  reserve  from  the  beginning  on  all  our  infantile 
policies ;  as  I  stated  a  moment  ago  at  the  end  of  the  last  year 
we  were  charged  with  an  additional  reserve  of  six  million 
dollars  in  excess  of  what  we  would  have  been  charged  with 
bad  those  policies  been  written  as  life  policies. 

O.  Then,  do  I  understand  the  reserve  on  infantile  insurance 
is  on  the  basis  of  the  American  experience  table?  A.  Yes, 
sir — that  is  from  1901. 

Q.  Not  on  your  experience  of  mortality?     A.  No,  sir. 

O.  Have  you  any  concessions  from  the  department  with 
refere/ice  to  the  valuation  of  infantile  policies  ?  A.  On  the 
infantile  life  policies  that  we  issued  prior  to  1896,  there  was  no 
reserve  charged  until  age  twelve  was  reached ;  age  twelve  then 
being  the  line  of  demarcation  between  the  infantile  and  adult 
policies. 

O.  Tho«e  are  as  to  policies  written  before  1896?      A.  Yes. 

Q.  Now,  what  is  the  concession,  if  any,  as  to  policies  written 
since?       A.  None. 

Q.  Are  they  valued  in  the  same  manner  as  ordinary  life 
policies?  A.  They  are  with  one  exception,  that  is  in  the  first 
year,  in  the  year  of  issue  they  charge  us  with  three  months  re- 
serve and  that  is  on  the  assumption  based  on  our  experience 
at  the  time.  That  rule  was  adopted,  that  the  average  duration 
of  policies  issued  in  the  year  on  the  31st  of  December,  was 
three  months,  and  after  that  it  is  for  reserve. 

Q.  In  case  of  infantile  insurance  you,  in  the -application,  take 
the  age  of  next  birthday?     A.  Yes,  sir. 

Q.  As  in  other  cases  of  industrial  insurance?     A.  Yes,  sir. 

Q.  So  I  understand  that  the  department  values  the  in- 
fantile insurance  written  since  1896  on  the  same  basis  as  full 
whole  life  policies?     A.  No,  sir. 
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Q.  Upon  what  basis  does  it  value  them?  A.  What  do  you 
mean  by  the  word  "basis"? — Excuse  me. 

Q.  Manner — method! /    A.  They  charge  us  w!ith  the  reserve 

making  allowance  for  the  average  duration  in  the  year  of  issue, 
they  charge  us  precisely  the  same  reserve  that  they  would  any 
ordinary  company  receiving  its  premiums  the  same  way, 
weekly. 

Q.  That  is,  any  ordinary  industrial  company?     A.  Yes— no — 

Q.  I  want  you  to  compare  the  reserves  on  infantile  insurance 
in  your  company  so  far  as  the  method  of  computation  is  con- 
cerned, with  the  methods  employed  in  valuing  policies  of  or- 
dinary insurance?  A.  Mathematically,  they  charge  us  as 
much  as  they  do  any  company  without  any  concession  what- 
ever. 

O.  Well,  as  to  the  method  of  computation,  is  it  the  same  or 
different?  A.  If  we  could  get  the  distinction  between  the 
annual  premium  and  weekly  premium  clearly  before  you,  Mr 
Hughes — because 

O.  You  can  first  state  what  difference  there  is  in  fact  and 
then  you  can  explain  it  with  reference  to  the  difference  in 
the  way  premiums  are  paid,  or  make  any  other  explanation 
you  choose ;  what  I  want  first  is  to  get  at  the  difference  in 
mathematical  computation.  A.  On  an  ordinary  policy  the 
premium  is  presumed  to  be  paid  annually  and  the  department 
charges  the  mean  reserve  equivalent  to  the  mid-year  reserve 
on  that  policy.  On  an  industrial  policy  the  premiums  are 
paid  weekly,  and  the  reserve  is  charged  according  to  the 
number  of  weeks  the  policy  is  in  force,  irrespective  of  any 
annual  premiums ;  so  that  if  the  average  premiums  paid  on  the 
policies  in  the  year  of  issue  are  six  months,  and  equivalent  of 
six  months,  they  would  charge  us  with  the  full  six  months' 
reserve  corresponding  to  the  average  number  of  premiums 
paid ;  but  as  the  average  duration  of  the  policies  in  the  first 

2609 


Testimony  of  James  M.  Craig 

calendar  year  was  only  three  months,  they  charge  us  with  the 
three  months'  reserve  and  the  next  year  the  average  duration 
of  the  policies  was  eighteen  months,  and  they  charge  us  with 
eighteen  months'  full  reserve. 

Q.  If  infantile  policies  were  valued  as  life  policies  what 
would  be  the  reserve  up  to  age  ten  ?     A.  Nothing. 

Q.  If  they  were  valued  in  that  way,  the  reserve  mathemati- 
cally would  be  minus,  wouldn't  it?    A.  No,  sir. 

Q.  It  would  be  a  negative  reserve?      A.  Simply. 

Q.  And  why  is  that?  A.  Why,  in  Massachusetts  they  say 
because  the  tables  of  mortality  begins  at  age  ten,  but  theo- 
retically, the  reason  is  that  the  mortality  curve  dips,  and  the 
insurance  increases  from  year  to  year. 

Q.  Now,  when  you  said  there  was  six  million  dollars  excess, 
you  meant  it  was  six  million  dollars  more  than  nothing?  A. 
Oh,  no,  sir. 

Q.  What  did  you  mean?  A.  I  meant  just  what  I  said.  I 
meant  if  all  the  infantile  policies  we  had  in  force  at  the  end 
of  1904  and  issued  since  the  ist  of  January,  1896,  had  been 
written  as  life  policies  as  they  are  in  most  other  industrial 
companies,  our  reserve,  according  to  the  usual  method  of 
computing  reserve  on  infantile  policies,  would  have  amounted 
to  $484,027;  whereas  the  actual  reserve  that  was  charged 
against  us  on  those  same  policies,  was  $6,783,391,  or  an  excess 
of  $6,299,364. 

Q.  Now,  what  is  your  experience  with  reference  to  the  ex- 
pense of  doing  the  industrial  business,  and  the  amount  of 
premium  that  is  paid  upon  that  business,  which  is  left  to  meet 
the  insurance?  Do  you  have  on  an  average  a  less  amount  or 
a  greater  amount  than  in  the  ordinary  insurance  department? 
A.  Oh,  we  have  as  to  the  actual  amount  I  would  not  like 
to  state  offhand,  but  in  the  ratio  we  have  a  smaller  ratio  left  in 
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the  industrial  department  than  we  have  in  the  ordinary — 
that  is  a  smaller  ratio  of  the  gross  premiums. 

Q.  Left  to  pay  insurance — to  meet  the  insurance?  A.  Yes, 
sir. 

Q.  Are  you  acquainted  with  the  changes  that  have  taken 
place  in  the  amount  of  insurance  benefits  conferred  in  the 
last  twenty  years  in  your  company?  A.  I  have  been  ac- 
quainted with  them  at  the  time  they  took  place,  but  whether 
I  could  remember  them  at  the  present  time  I  very  much 
doubt. 

(Mr.  Fiske  handed  the  witness  a  book). 

Q.  Your  premium  bases  are  weekly  payments  of  five,  ten, 
fifteen,  twenty  and  twenty-five  cents  and  so  on  ?     A.  Yes,  sir. 

Q.  Of  course  in  varying  your  plans  of  insurance  in  the  in- 
dustrial department  you  endeavor  to  do  so  without  affecting 
this  method  of  payment  or  the  amounts  that  are  to  be  paid 
per  week?    A.  Yes,  sir. 

Q.  Now,  take  the  amount  of  benefits  derived  for  example — 
let  us  go  back  a  period  of  say  twenty  years  and  tell  me  at 
say  age  40,  how  much  insurance  a  man  can  get  in  the  industrial 
department  by  paying  ten  cents  a  week?      A.  $120. 

Q.  How  much  can  he  get  now?     A.  $100. 

Q.  What  is  the  reason  for  the  difference?  A.  The  reason  is 
that  when  this  original  table  was  made  up  we  did  not  have  any 
experience  to  guide  us,  and  according  to  my  recollection  we 
took  the  net  American  premiums  and  loaded  them  95  per  cent., 
and  then  as  our  experience  developed  we  gathered  together  . 
the  necessary  data  and  made  our  own  mortality  or  a  mortality 
table  from  the  experience  on  insured  lives,  and  this  present 
table  is  really  the  first  scientifically  constructed  industrial  table 
that  the  Metropolitan  ever  had. 
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Q.  When  was  that  adopted  ?    A.  This  was  adopted  in  1896. 

Q.  For  how  long  a  period  had  the  amount  of  insurance  that 
a  man  at  forty  could  obtain  by  paying  ten  cents  a  week  been  $120 
previous  to  the  adoption  of  this  table?  A.  Up  to  September  5, 
1887. 

Q.  And  what  prior  to  September  5,  1887,  could  a  man  at  forty 
have  obtained  in  insurance  by  paying  fen  cents  a  week  ?  A.  Per- 
haps I  misunderstood  your'  question,  because  if  I  understand  it 
correctly  it  would  be  the  amount  I  first  stated — $120. 

Q.  That  was  from  1887  to  1896,  wasn't  it?  A.  That  was  from 
1879  to  1887. 

Q.  Then  you  adopted  the  new  table  in  1887?  A.  In  1887  those 
were  not  the  figures. 

Q.  What  was  the  amount  which  you  could  obtain  under  the 
scheme  of  1887,  the  same  age?    A.  $100. 

Q.  $100?    A.  Yes,  sir. 

Q.  So  that  was  not  changed  by  the  adoption  of  the  nev, 
in  1896 — are  you  right  about  that?     A.  Yes,  sir,  I  am  right  about 
that. 

Q.  Have  you  a  table  about  that  showing  the  insurance  pro- 
curable in  1879?     A-  Yes,  sir. 

Q.  Will  you  let  me  see  it,  please?  A.  Yes,  sir.  (Witness 
hands  counsel  a  book.) 

Q.  This  reduction  which  appears  in  the  case  of  age  forty  has 
its  analogues  in  other  reductions  in  other  ages  which  are  corre- 
sponding?    A.  Yes,  sir. 

Q.  Now,  as  you  went  on  you  at  some  later  j)eriod  adopted  the 
increasing  life  and  endowment  table  of  rates,  did  you  not?  A. 
Yes,  sir. 

Q.  When  was  that  adopted?     A.  In  1896. 

Q.  What  was  the  object  of  the  adoption  of  a  table  of  endow- 
ment insurance  which  made  the  endowment  period  expire  at  age 
79?     A.  The   actuary   of  the   Mutual   Benefit — I   will  give  you 
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one  of  the  reasons— the  actuary  of  the  Mutual  Benefit  Life  In- 
surance Company  stated  publicly  that  there  were  a  number  of 
small  paid-up  endowment  policies  in  force  on  the  books  of  that 
company,  the  insured  under  which  they  were  unable  to  locate  and 
recently,  within  the  past  month,  I  received  a  little  paper  pub- 
lished by  the  National  Life  Insurance  Company  of  Vermont 
where  they  advertised  a  number  of  people  who  likewise  had  small 
paid-up  endowment  policies  in  that  company  whom  they  were 
unable  to  locate.  These  paid-up  endowment  policies  they  wanted 
to  pay  off  and  get  from  their  books,  but  they  could  not  find  the 
people,  and  how  many  small  paid-up  life  policies  they  had  which 
were  similarly  situated  nobody  could  tell.  They  may  have  them 
on  their  books  for  a  hundred  years  after  the  people  are  dead. 
Now,  one  of  the  objects  we  had  in  fixing  the — in  making  an 
endowment  policy  at  age  80  instead  of  a  whole  life  policy  was 
to  have  a  period  of  time  fixed  definitely  in  the  contract  when  we 
could  mark  it  off  from  our  books.     Now,  another  reason 

Q.  Pardon  me.  Why  did  you  fix  that  period  at  age  80?  A. 
Well,  there  is  nothing  strange  about  that.  Some  of  the  New 
England  companies  had  fixed  that  same  period  in  preference  to 
whole  life  policies — the  New  England  Mutual. 

Q.  Why  didn't  you  fix  it  at  age  50  ?  A.  It  is  a  mere  matter  of 
judgment. 

Q.  I  know,  but  a  matter  of  judgment  with  what  object  in  view? 
A.  This  was  really  to  act  as  a  substitute  for  a  whole  life  policy. 

Q.  Exactly.  In  other  words,  it  was  to  fix  the  term  of  endow- 
ment which  would  probably  dispose  of  the  policies  had  they  been 
whole  life,  but  giving  you  a  time  when  you  could  take  them  off 
your  books?  A.  Yes,  and  if  you  will  permit  me,  one  other 
reason 

Q.  Go  on.  A.  It  has  been  the  custom  of  the  company  for  a 
number  of  years  past  to  announce  through  its  field  force  that  every 
person  who  had  reached  the  age  of  80,  holding  a  whole  life 
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policy  and  having  paid  not  less  than  15  years  premiums,  the 
company  would  either  pay  that  policy,  or  as  an  endowment,  or 
convert  it  into  a  fully  paid-up  life  policy,  at  the  option  of  the 
insured:  and  notwithstanding  that  that  statement  was  made 
public  and  issued  broadcast  throughout  our  field  force,  we  went 
through  our  books  recently  and  we  found  that  there  were  over 
1,400  people  who  had  passed  the  age  of  80  and  had  been  entitled 
to  take  advantage  of  this  concession  who  had  not  done  so. 

Q.  That  is  to  say  1,400  people  in  your  books  not  otherwise 
accounted  for?  A.  1,400  people,  according  to  the  classification 
that  we  keep  in  our  office,  who  had  passed  the  age  of  eighty  and 
the  premiums  that  they  had  paid  out  until  they  reached  the  age 
of  eighty  are  refunded  by  the  company,  the  total  amount  of  pre- 
miums those  people  had  paid  out  after  they  passed  age  eighty 
was  in  excess  of  $12,000,  and  when  we  find  these  people  we  will 
not  only  pay  the  face  of  the  policy  as  an  endowment,  but  will  re- 
fund the  excessive  premiums  that  they  have  paid  since. 

Q.  But  you  don't  know  where  they  are?  A.  We  have  sent 
out  notices  to  our  superintendents  to  find  them. 

Q.  You  don't  know  where  they  are  ?     A.  No,  sir. 

MR.  FISKE:  They  can  be  found,  of  course;  they  are  still 
paying  premiums? 

THE  WITNESS :     They  are  still  paying  premiums,  yes,  sir. 

BY  MR.  HUGHES : 

Q.  I  notice  in  each  year  you  have  a  statement  in  the  paper  of 
your  company  entitled  "Another  liberal  concession  to  old  policy- 
holders of  the  Metropolitan"?    A.  Yes,  sir. 

Q.  Which  apparently  is  in  the  same  form  annually,  and  which 
reads — the  one  that  I  have  happened  to  pick  up  relating  to  the 
year  1903 — reads  as  follows :   "During  the  year  1903  any  person 
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Insured  in  the  industrial  department  of  the  Metropolitan  who  is 
eighty  years  of  age  or  over  and  who  has  paid  premiums  for  fifteen 
years  or  more  on  a  policy,  may  receive  the  face  value  of  his  or 
her  policy  in  cash,  or  if  a  full  paid-up  policy  is  preferred,  in 
order  that  the  amount  of  the  insurance  may  be  available  as  a 
burial  fund  at  the  time  of  death,  the  company  will  issue  a  paid-up 
policy  for  the  face  of  the  policy.  In  either  case  the  original  policy 
must  be  surrendered  to  the  company.  This  voluntary  conversion 
of  whole  life  policies  into  endowments  or  fully  paid-up  insurance 
is  one  of  the  most  liberal  concessions  ever  made  by  any  industrial 
company."     You   recollect  that  announcement?     A.  Yes,   sir. 

Q.  There  was  a  similar  announcement  for  1904?  A.  Yes, 
sir. 

Q.  Duringthe  year  1904 "how  much  in  dollars  and  cents  did 
you  pay  out  under  that  concession?  A.  The  amount  of  the 
concession  itself,  Mr.  Hughes? 

Q.  No.  No,  I  want  to  know  how  much  you  paid.  A.  We 
paid  $109,919. 

Q.  And  what  was  the  amount  of  the — the  amount  which 
you  estimated  or  calculated  to  be  payable  under  it?  A.  That 
I  could  not  state  from  memory; 

Q.I  thought  a  moment  ago  that  you  were  about  to  state  some- 
thing different  from  what  I  asked  you  for,  and  I  was  going  to 
give  you  an  opportunity  of  stating  it  now,  if  that  is  a  fact.  You 
said  the  amount  of  the  concession  was  something.  Now, 
what  was  it?  A.  The  amount  of  the  concession,  no  sir — I 
beg  your  pardon ;  I  did  not  say  anything  of  the  kind. 

Q.  Now,  then,  that  was  one  of  the  reasons  I  take  it,  that  you 
fix  this  age  80  that  you  say  that  you  wanted  to  get  the  insur- 
ance closed  up?      A.  Yes,  sir. 

Q.  And  you  fixed  the  age  so  far — so  great  that  you  could 
fairly  treat  the  scheme  of  insurance  as  the  substantial  equiva- 
lent to  an  all  life  scheme  ?     A.  Yes,  sir. 
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O.  Now  in  fixing  the  premiums  upon  the  increasing  Hfe  and 
endowment  basis,  how  did  you  make  them  compare  with  the 
whole  life  premium — or  put  it  the  other  way-- A.  If  I  recol- 
lect it,  Mr.  Hughes,  the  loading  is  essentially  the  same — that  is, 
one  is  mathematically  just  about  the  equivalent  of  the  other. 

Q.  Are  they  equivalent  practically?  A.  I  think  they  are, 
yes. 

Q.  Are  the  benefits  equivalent  practically?  A.  I  should  say 
on  the  whole  the  benefits  on  the  increasing  life  or  endowment 
policies  are  on  the  whole  slightly  greater,  outside  of  the  en- 
dowment feature  inasmuch  as  the  increasing  annual  increases 
after  th€  lapse  of  a  little  time  will  bring  the  amount  payable 
at  death  over  the  amount  that  would  be  payable  under  a 
straight  life  policy. 

Q.  Now,  in  the  infantile  endowment  table  of  rates,  ten  cents 
a  week,  you  fix  certain  endowment  periods  for  certain  infantile 
ages?     A.  Yes. 

Q.  When  was  that  done?'    A.  That  was  done  in  1896. 

Q.  Why,  for  age  2,  did  you  fix  an  endowment  period  of 
47  years  ?  A.  Why,  that  was  because  we  had  to  get  a  certain 
minimum  rate  of  loading  so  as  to  be  able  to  pay  the  necessary 
expenses  to  carry  on  that  insurance,  and  we  ascertained  that 
this  term  of  endowment  would  enable  us  to  do  that. 

Q.  In  other  words  if  you  had  fixed  a  twenty  year  endowment 
or  a  thirty  year  endowment  for  these  infantile  ages,  you  could 
not  have  carried  on  the  insurance  on  account  of  the  expenses 
connected  with  it?     A.  Not  for  the  same  amount  of  insurance. 

Q.  Not  for  the  same  amount?      A.  No,  sir. 

BY  MR.  FISKE: 

Q.  Wasn't  it  because  the  amount  payable  at  death  was 
limited  by  statute  and  all  you  could  afford  to  go  over  and  above 
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that  you  put  into  the  shortening  of  endowment?      A.  That 
was  one  of  the  reasons. 

Q.  That  was  the  reason  for  fixing  this?      A.  Yes,  sir. 

B^  MR.  HUGHES: 

Q.  In  other  words  the  amount  payable  at  death  being  fixed 
by  statute,  you  fixed  the  amount  payable  on  endowment?  A. 
Yes. 

Q.  On  what  basis?  A.  On  the  basis  of  the  Metropolitan 
Experience   table. 

Q.  Your  idea  was  that  they  should  correspond  in  the  infan- 
tile cases  to  the  life  table?      A.  Yes,  sir. 

MR.  FISKE :  Under  that  scientific  table  he  speaks  of  there 
would  be  a  certain  amount  payable  to  a  child  at  a  certain 
age  for  a  certain  premium.  The  statute  forbade  us  to  pay  at 
that  age  and  we  practically  took  that  in  the  shortening  of  an 
endowment  instead  of  giving  it  to  them  in  cash — that  short- 
ening in  endowment. 

THE  WITNESS :  Oh,  yes,  as  compared  with  the  adult's 
increasing  life  or  endowment,  that  is  true. 

BY  MR.  HUGHES: 

Q.  Was  it  the  same  reason  that  you  fixed  the  period  of  68 
years  as  the  endowment  period  at  age  9?      A.  Yes,  sir. 

Q.  Well,  what  led  you  instead  of  taking  a  life  basis  for  in- 
fantile insurance  to  fix  any  endowment  at  all  ?  A.  Well,  "the 
consensus  of  opinion  in  the  office  was  that  if  we  could  con- 
struct an  endowment  premium  that  would  be  at  all  attractive 
that  it  would  be  far  preferable  and  subject  the  company  to 
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much  less  criticism  than  by  continuing  to  write  nothing  but 
whole  life  insurance. 

BY  MR.  FISKE:- 

Q.  Wasn't  it  also  the  reason  and  the  main  reason  that  for 
the  premiums  that  we  charged  five  cents  a  week  we  could 
not  insure  them  on  life  policies  because  the  statute  would  not 
permit  the  payment  of  so  much  money?  A.  That  is  right  up 
to  the  age  twenty-one. 

BY  MR.  HUGHES: 

Q.  You  wanted  to  make  an  attractive  policy?     A.  Yes,  sir. 

Q.  You  wanted  to  get  more  insurance? 

A.  Yes,  surely. 

Q.  You  wanted  to  use  the  scheme  of  endowment  insurance 
to  get  business? 

A.  Yes,  sir. 

Q.  And  you  fixed  the  term  at  68  years  age  9 — 62  years  age 
8,  52  years  age  7  upon  the  basis  of  what  you  could  afford  to  pay 
during  the  months  you  were  expending  in  the  business?  A. 
Yes,  sir. 

O.  Now,  can  you  explain  why  it  is,  in  giving  a  paid-up 
policy  for  adults  full  life,  on  the  surrender  of  an  adult  full 
life  policy  that  has  been  in  force  for  five  years,  we  should 
limit  the  payment  of  the  insurance  to  the  case  of  death  within  a 
certain  expectation  of  life,  instead  of  giving  the  man  a 
paid-up  policy  which  shall  be  payable  whenever  he  may  die? 
A.  Yes,  sir.  The  reason  is  the  same  as  one  of  the  reasons  I 
stated  for  endowment  infantile  policies.  That  had  very  se- 
rious consideration  before  it  was  adopted.  These  policies 
average  one  hundred  and  forty-eight  dollars.      At  that  time 
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the  average  amount  was  less  than  that.  We  knew  that 
there  would  be  in  the  course  of  time  an  innumerable  number  of 
small  paid-up  life  policies  issued  on  the  lives  of  persons  sur- 
rendering the  original  contract,  and  these  people  would  move 
from  one  place  to  another,  and  a  large  number  of  those  paid-up 
policies  would  be  lost,  people  would  die  and  no  claim  would 
ever  be  made  upon  the  company  for  payment  of  the  claim.  In 
consequence  we  would  have  a  very  large  number  of  paid-up 
policies  in  force  on  our  books  where  the  people  were  dead  and 
we  had  no  means  of  knowing  it  and  we  have  no  authority 
to  mark  those  policies  off  from  the  book.  Now,  so  far  as 
the  company  is  concerned  it  is  immaterial  whether  those  be 
made  paid-up  term  policies  for  the  expectation  of  life,  for  a 
larger  amount,  or  for  the  whole  of  life  for  a  smaller  amount. 
The  one  would  be  the  exact  equivalent  of  the  other,  and  we 
grant  whole  life  paid-up  policies  to-day  where  the  insured  pre- 
fer it,  rather  than  the  expectation  of  life  policy. 

Q.  Well,  you  do  not  grant  a  whole  paid-up  policy  where 
the  insured  prefer  it  under  these  policies  which  bind  the  in- 
sured to  take  its  paid-up  policy  payable  only  in  case  of  death 
within  the  expectation  of  life. 

MR.  FISKE:  Yes,  we  do. 

A.  I  would  state  on  general  principles  that  the  whole  senti- 
ment of  the  ofifice  always  is  to  grant  everything  to  the  insured 
that  can  possibly  be  granted,  and  if  there  is  no  mathematical 
difference,  as  there  is  none  in  this  case,  I  should  say  without 
positively  knowing  if  it  is  so,  that  if  a  man  expressed  a  pref- 
erence for  a  whole  life  policy 

Q.  I  am  taking  the  sentiment  of  your  company  as  reflected 
in  its  contracts  which  it  places  before  the  insured,  and  I  want 
to  know  the  reason  why  you  make  it  a  matter  of  contract 
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that  the  insured  shall  have  a  paid-up  policy  payable  only 
in  the  event  of  his  death  within  a  certain  period.  A.  That 
was  the  reason,  simply  that  we  would  have  some  authority 
for  marking  the  policy  off  from  the  books  and  canceling 
it  at  a  certain  period  of  time. 

Q.  What  percentage  of  infantile  endowment  policies,  issued 
at  age  two,  mature,  that  is,  are  continued  until  the  expiration 
of  the  endowment  period  ?  You  have  not  had  any  such,  have 
you?      A.  No,  sir. 

Q.  Of  course  the  duration  of  the  business  will  make  it  im- 
possible. None  of  these  infantile  endowments,  from  the  nature 
of  things,  have  matured?      A.  No,  sir. 

Q.  What  percentage  of  infantile  endowment  policies  written 
ten  years  ago  are  still  in  force?     A.  I  could  not 

Q.  Well,  you  started  in  1896.  Say,  written  five  years  ago, 
are  still  in  force?  A.  I  cannot  tell  offhand.  Have  you  that 
statement  of  the  ratio  of  industrial  lapses  that  was  handed 
in  yesterday? 

Q.  Yes  (Handing  paper).  A.  While  the  ratios  of  lapses  that 
were  handed  in  yesterday  relate  to  the  total  industrial  business, 
I  think  it  would  be  fair  to  assume  that  the  figures  would  apply 
to  infantile  endowment  policies  issued,  and  assuming  this  to  be 
so,  the  ratio  in  force  after  five  years,  would  be  36.26  per  cent. 

Q.  Is  it  your  judgment  that  the  infantile  policies  persist 
as  well  as  the  adults?      A.  Yes,  sir. 

Q.  So  that  you  would  say  in  applying  the  average  that  about 
36  per  cent,  of  the  industrial  policies  issued  five  years  ago 
at  age  two,  and  according  to  your  method  of  arriving  at  it,  in 
any  of  these  infantile  ages,  are  still  in  existence  ?     A.  Yes  sir. 

Q.  According  to  your  experience  with  other  industrial  poli- 
cies, how  long  will  that  36  per  cent,  continue  ?  A.  Of  course, 
it  will  gradually  decrease  by  reason  of  deaths  and  withdrawals 
each  year  thereafter. 
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Q.  Yes,  and  to  what  extent  would  it  decrease?  A.  I  have 
not  the  figures  extending  beyond  the  period  of  five  years,  but 
judging  from  analogy  I  should  think  that  the  ratio — I  think  it 
is  safe  to  say  that  no  policies  more  than  five  years  old  after 
having  reached  age  ten  would  be  absolutely  lapsed. 

Q.  Well,  what  proportion  of  your  industrial  business  per- 
sists for  twenty  years?  A.  That  of  course,  I  could  not  state 
from  memory. 

Q.  Not  exactly,  but  approximately  ?  A.  If  this  ratio  should 
average  one  per  cent,  each  year  after  the  fifth  year  that  would 
be  fifteen  per  cent,  deducted  from  thirty-six,  would  leave 
twenty-one  per  cent.  But  most  of  those — ^well  it  would  be  safe 
to  say  tliat  nearly  all  of  those  would  either  drop  by  lapse,  or 
by  surrendering  for  paid-up  insurance. 

Q.  What  is  your  calculation  for  the  number  of  policies  is- 
sued at  the  age  two  which  will  be  in  existence  and  mature  as 
endowment  policies  at  the  end  of  forty-seven  years?  A.  We 
never  have  made  such  a  calculation,  but  of  course  the  ratio 
would  be  very  small. 

Q.  What  would  be  the  ratio  in  your  judgment?  A.  I  don't 
think  I  have  any  judgment  on  that  question. 

Q.  Well,  give  me  the  best  you  have. 

MR,  LINDABURY:    He  says  he  has  not  any. 

MR.  HUGHES :  Well,  he  is  modest. 

'    MR.  LINDABURY:  You  mean  you  want  him  to  guess? 

'    MR.  HUGHES :  No,  I  want  an  actuary's  opinion. 

THE  WITNESS :    Well,  Mr.  Hughes,  in  the  ordinary  course 
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of  events,  the  privilege  of  taking  up  paid-up  insurance  and  the 
probability  of  dying,  there  w^ould  not  be  very  many  left. 

■  Q.  When  you  say  there  would  not  be  very  many  left,  give  tne 
your  best  impression  of  that  in  percentage?  A.  I  could  not  give 
that  offhand. 

Q.  Well,  some  idea.  A.  I  would  prefer  to  have  an  opportu- 
nity to  look  over  the  records  of  the  company  and  see  what  its 
experience  has  been. 

Q.  I  know,  but  you  have  not  had  a  47  years'  experience  in 
this.  What,  in  your  judgment,  would  persist  according  to  such 
experience  as  you  have  in  47  years,  do  you  think  it  would  be 
five  per  cent.?  A.  Mr.  Hughes,  there  is  one  thing  the  Metro- 
politan forbids  its  men  to  do,  and  that  is  to  make  any  estimates 
in  regard  to  the  future. 

Q.  I  thought  your  entire  business  as  an  actuary  was  making 
estimates  in  regard  to  the  future?  (Witness  laughs.)  Well, 
take  age  9,  for  example,  with  an  endowment  term  of  68  years. 
What  percentage  of  the  policies  written  at  age  9,  in  your  judg- 
ment will  persist  and  mature  at  the  end  of  68  years?  A.  That 
of  course  I  could  not  answer,  Mr.  Hughes. 

Q.  Do  you  think  that  2  per  cent,  will?  A.  I — I  could  not  say. 
The  best  answer  that  I  can  make  to  that  question  is  that  while 
the  number  probably  would  be  very  small,  that  is  a  fact  that  of 
the  people  insured  in  the  Metropolitan  and  who  have  passed  the 
age  of  80  and  who  have  failed  to  ask  for  their  concession,  we  have 
over  1,400  of  them. 

Q.  They  were  not  insured  at  age  9  on  a  60-year  basis?  A.  I 
don't  think  they  were;  no,  sir. 

Q.  Do  you  charge  more  for  the  endowment  feature  of  this 
class  of  insurance,  that  is,  do  you  regard  the  endowment  feature 
as  a  matter  of  value  on  which  you  fix  a  charge  in  your  payment 
rates?  A.  It  certainly  is  an  element  of  importance  in  deter- 
mining our  liability. 
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Q.  Will  you,  please,  state  to  what  extent  the  premium  rates  in 
the  infantile  endowment  are  increased  and  representing  a  com- 
pensation for  this  endowment  feature?  A.  Oh,  that  calculation 
has  never  been  made.  We  never  have  separated  the  contract  into 
its  two  elementary  parts  of  term  insurance  and  pure  endowment. 

Q.  But  you  had  an  infantile  whole-life  basis  before  you  had 
the  infantile  endowment?    A.  We  did;  yes,  sir. 

Q.  Have  you  got  the  table  there?    A.  Yes,  sir. 

Q.  Will  you,  please,  tell  me  what  amount  of  insurance,  at  age 
2,  could  be  obtained  by  the  payment  of  ten  cents  a  week  on  the 
whole-Hfe  basis?    A.  Here  is  the  table — at  age  2? 

Q.  Yes.  A.  We  did  not  have  any  table  for  ten-cent  weekly 
premiums  at  age  2. 

Q.  Age  3?    A.  No. 

Q.  Did  you  have  at  age  9  ?    A.  Yes. 

Q.  What  was  it  at  age  9,  that  is,  what  insurance  would  ten 
cents  a  week  buy?  A.  $100  under  one  year,  $120  under  two 
years,  $140  after  two  years,  $180  after  three  years  and  $246  after 
four  years. 

Q.  And  thereafter?  A.  $246.  That  table  was  in  operation 
from  April,  1879,  until  September,  1887. 

Q.  And  was  then  a  new  table  adopted?    A.  Yes. 

Q.  What  could  be  obtained  under  that  at  age  9 — I  am  speaking 
now  of  a  ten-cent  basis  ?  A.  $100  under  one  year,  $60  after  one 
year  and  $75  after  two  years. 

Q.  Hold  on,  pardon  me.  A.  I  beg  your  pardon,  I  am  doubling 
this,  there  is  no  ten-cent  table. 

Q.  Did  you  read  the  other  one  correctly?  A.  No,  it  is  a  five- 
cent  basis. 

Q.  Read  it  on  a  ten-cent  basis?  A.  $100  under  one  year,  $120 
after  one  year,  $150  after  two  years,  $190  after  three  years  and 
$230  after  four  years,  remaining  at  that  sum  for  the  whole  of 
life. 


2623 


Testimony  of  James  M.  Craig 

Q.  The  next  scheme  was  the  infantile  endowment  scheme? 
A.  I  am  not  so  sure. 

Q.  It  was  not,  give  the  others  that  intervened?  A.  Here  is 
a  table  in  operation  from  January,  1896,  to  January,  1897.  Under 
three  months,  $40;  under  six  months,  $56;  under  nine  mpnths, 
$100;  under  one  year,  $150,  after  one  year,  $240.  That  is  where 
the  line  of  demarcation  was  changed  from  age  12  to  age  10. 

Q.  Is  that  whole  life  or  infantile  endowment?  A.  Whole 
life. 

Q.  What  happened  after  $240  at  the  end  of  one  year  was  fixed, 
was  there  a  subsequent  increase? 

MR.  FISKE :  Not  at  the  end  of  one  year,  but  two  years.  It 
remained  after  that  for  life. 

Q.  It  remained  after  that  for  life?    A.  Yes,  sir. 
Q.  Now,  was  the  next  the  infantile  endowment?    A.  I  am 
looking  for  it. 

MR.  FISKE:  It  would  not  be  there,  Mr.  Craig.  I  have  it 
here.     (Produces  paper.) 

THE  WITNESS :     Yes,  the  next  was  the  endowment. 

Q.  Read  that,  please.  A.  I  would  like  an  opportunity  of  cor- 
recting my  previous  testimony,  Mr.  Hughes,  in  regard  to  this 
life  table  that  ran  for  one  year.  I  stated  that  we  wrote  no  in- 
fantile policies  after  the  ist  of  January,  1896.  I  find  here  a 
table  that  ran  from  1896  to  1897.  Although  there  was  an  infan- 
tile endowment  table  of  rates  which  did  go  into  effect  on  the  6th 
of  January,  1896. 

Q.  Yes.     What  I  want  is  the  statement,  of  the  rate,  so  that  we 
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can  have  the  comparative  basis  completed.  A.  At  age  9  this 
would  now  be  an  endowment  policy  maturing  in  60  years. 

Q.  Sixty-eight  years,  is  it  not?  A.  No,  sir,  the  first  table— 
this  table  only  ran  for  one  year. 

Q.  All  right,  go  ahead.  A.  Amount  payable  in  the  event  of 
death  under  three  months,  $32;  under  six  months,  $50;  under 
nine  months,  $80;  under  one  year,  $120;  after  one  year,  $220, 
with  this  proviso:  "On  each  anniversary  of  the  policy  after  the 
insured  reaches  twelve  years  of  age  there  will  be  added  to  the 
maximum  amount  named  in  the  above  policy  one  dollar." 


MR.  FISKE:     Annually. 

THE  WITNESS:     On  each  anniversary,  I  said. 

Q.  To  repeat,  in  all  these  cases,  that  is,  in  insurance  in  this 
class,  what  has  been  stated  in  regard  to  the  rate  of  lapses  will 
be  correctly  shown  on  the  average  by  the  table  applicable  to  the 
entire  industrial  department?    A.  I  should  say  so. 

Q.  We  found  that  your  experience  for  1903  was  that  about 
fifty-one  per  cent,  lapsed  within  the  first  policy  year?  A.  Yes, 
sir. 

Q.  That  would  be  true  of  this  class  of  policies?    A.  Yes,  sir. 

Q.  Now,  what  proportion  would  mature  by  death  in  one 
policy  year?  A.  I  should  say  approximately  the  rate  stated 
by  Mr.  Hegeman  yesterday  in  the  table  that  was  printed  in 
that  article  in  the  Charities'  Review. 

Q.  Well,  that  as  I  recollect  it  was  49  per  cent,  at  age  2  ? 

MR.  FISKE :    I  thought  you  were  asking  about  age  nine  ? 
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MR.  HUGHES:  No,  he  recalls  this  table.  Have  you  it 
there  ? 

(Paper  produced). 

Q.  Here  is  the  table  referred  to.  Now,  to  make  it  clear, 
take  age  2.  51  per  cent.  I  understand  in  the  ordinary  course 
of  events  may  be  considered  as  lapsing  in  the  first  policy  year. 
Now^,  what  proportion  of  the  policies  written  would  terminate 
by  death  in  the  first  policy  year?  A.  I  should  say  approxi- 
mately 49  in  a  thousand. 

Q.  4  9-10  per  cent?  A.  I  think  you  had  better  put  it  so  many 
in  a  thousand. 

Q.  Yes,  but  we  cannot  add  it  to  the  51  per  cent,  to  see  what 
remains.     A.  Well,  say  approximately  five  per  cent. 

Q.  So  that  as  the  benefit  under  these  tables  which  you  have 
read  increase  and  the  amount  to  be  paid  in  case  of  death  after 
certain  periods  becomes  greater  the  number  of  persons  insured 
upon  that  basis  of  a  given  age  at  the  time  of  insurance  dimin- 
ishes?     A.  Yes,  sir. 

Q.  Constantly?      A.  Yes,  sir. 

Q.  So  that  when  the  benefits  reach  their  maximum  there  is 
a  very  small  proportion  of  the  number  of  policies  written  at  a 
given  age  outstanding?      A.  Yes,  sir. 

Q.  Can  you  make  up  for  us  the  statement  we  asked  for  re- 
garding reserves  and  such  data  as  you  can  get  with  reference 
to  persistence  of  policies  of  these  various  classes,  infantile 
endowment  and  infantile  increasing  life  and  endowment  tables, 
so  that  we  can  have  some  basis  for  ascertaining  the  compara- 
tive cost  of  insurance  ?     A.  Did  you  ask  for  tables  of  reserve  ? 

Q.  I  asked  for  a  calculation  which  you  were  unable  to  com- 
plete or  finish  a  little  while  ago  to  your  satisfaction.      If  you 
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have  that  I  want  to  break  off  your  examination  at  this  point. 
A.  And  the  one  that  Mr.  Dawson  has  ? 
Q.  Yes. 

MR.  LINDABURY:  You  also  asked  him  for  another  table, 
infantile  endowment. 

Q.  Yes.  Just  read  in  the  present  infantile  endowment  table, 
if  you  have  not  already  done  so.  A.  The  amount  of  death 
benefit  in  the  event  of  death  occurring  in  three  months  $40. 
Under  six  months  $56.  Under  nine  months  $100.  Under  one 
year  $150.  After  one  year  $240,  with  the  provision  on  each 
anniversary  of  the  policy  after  the  insured  reaches  fwelve 
years  of  age  there  will  be  added  to  the  maximum  amount 
named  in  the  above  table  one  dollar. 

Q.  Now,  the  last  age  in  the  infantile  endowment  table  is 
age  9?     A.  Yes. 

Q.  And  the  benefits  are  the  benefits  at  age  nine  which  you 
have  just  read  ?    A.  Yes 

Q.  Now,  if  you  will  take  the  adult's  whole  life  table  of  rates 
at  ten  cents  a  week  how  much  does  the  child  of  ten  insured  at 
that  rate  under  the  whole  life  table  receive  in  insurance  for  the 
first  year  ?     A.  $240. 

Q.  And  how  much  does  the  child  of  nine  receive  in  insur- 
ance     A.  I  beg  your  pardon.    That  answer  was  not  complete. 

There  is  a  provision,  one  fourth  only  of  this  amount  payable 
if  death  occurs  within  six  calendar  months  from  date  of 
policy.  One-half  only  if  death  occurred  after  six  calendar 
months  within  one  year  and  the  full  amount  only  if  death 
occurred  after  one  year. 

Q.  In  the  case  of  the  child  of  ten  insured  on  the  whole  life 
plan  at  the  rate  of  ten  cents  a  week,  if  he  dies  within  six 
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calendar  months  from  the  date  of  policy  there  is  sixty  dollars 
payable?      A.  Sixty  dollars. 

Q.  If  he  is  insured  at  nine  under  the  infantile  endowment 
table  and  dies  within  three  months  there  is  forty  dollars  pay- 
able, as  against  sixty  dollars  in  the  other  case?  A.  You 
said  six  months. 

Q.  But  three  is  a  part  of  six.  If  the  child  insured  in  the 
infantile  endowment  dies  under  six  months  the  insurance  is 
$56?     A.  Yes. 

Q.  If  insured  at  ten  under  the  adult  table  and  he  dies  within 
six  months  that  is  in  more  than  three  months,  in  the  first 
case,  and  at  any  time  after  six  months  in  the  second  case, 
sixty -dollars?      A.  Yes,  sir. 

Q.  A  child  of  nine  insuring  in  the  infantile  endowment  table 
gets  an  insurance  in  case  of  death  under  nine  months  of  one 
hundred  dollars?      A.  Yes. 

Q.  A  child  of  ten  insuring  under  the  whole  life  table  in  case 
of  death  under  nine  months  gets  $120?     A.  Is  that  so? 

Q.  Well,  isn't  it?  A.  One-half  only  if  death  occur  after  six 
calendar  months  within  one  year. 

Q.  That  is  the  same  thing,  is  it  not  ?     A.  It  may  be  the  fact. 

Q.  If  he  dies  in  nine  months  he  would  get  $120,  half  of  the 
$240?     A.  Oh,  for  ten  cents,  yes. 

Q.  Yes,  for  ten  cents.  We  are  comparing  them  on  the  ten 
cent  basis.  The  child  after  insuring  at  age  nine,  if  he  dies  after 
one  year  gets  $240,  as  the  child  insuring  at  age  ten  does  ?  A. 
Yes. 

Q.  What  is  the  reason  for  those  distinctions,  is  there  any  real 
scientific  reason  for  them  ?      A.  I  don't  know  that  there  is. 

Q.  My  attention  is  called  to  the  testimony  given  yesterday 
with  reference  to  the  gains  from  surrendered  and  lapsed  poli- 
cies. It  appeared  in  the  testimony  of  Mr.  Hegeman  that 
in  your  gain  and  loss  exhibit  for  1904  the  total  reserves  and 
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dividends  released  by  surrender  and  lapse,  appear  to  be  $4,107,- 
844,  whereas  the  surrendered  and  lapsed  values  allowed  were 
$1,075,919,  showing  a  gain  on  surrendered  and  lapsed  policies 
of  $3,031,925.  I  am  requested  to  ask  you  with  regard  to 
that  amount  of  $4,107,844,  whether  that  is  an  accumulation 
from  premiums  or  not?  A.  Not  all  of  the  three  milHon 
dollars  reported  as  saved  from  cancelled  reserves  in  1904 
was  in  the  industrial  department.  The  amount  in  the  in- 
dustrial department  was  $2,009,424.70.  This  sum  does  not 
represent  a  profit  made  by  the  company  from  lapses  nor  does 
it  represent  cash  received  by  the  company  from  lapsed  policy- 
holders. It  is  a  credit  arising  from  the  release  of  statutory 
reserves  on  policies  lapsed  during  the  year.  It  was  in  fact  a 
repayment  of  this  credit  of  amounts  contributed  by  the  general 
funds  of  the  company  in  previous  years  to  make  up  the  de- 
ficiency in  statutory  reserves  arising  by  the  fact  that  the 
premiums  paid  were  not  sufficient  to  make  up  that  reserve 
after  paying  expenses  and  death  claims.  No  such  sum  was 
received  from  the  policyholders  whose  policies  were  lapsed 
during  the  last  five  years.  Each  one  of  those  years  showed  in 
1904  that  not  enough  premiums  had  been  received  to  pay 
death  claims,  expenses  and  make  up  the  reserve.  The  reserve 
had  to  be  made  up  out  of  the  general  funds  of  the  company. 
Nor  was  it  true  that  this  two  million  dollars  represented  cash 
received  from  the  policyholders  whose  policies  were  cancelled 
in  previous  years.  In  part  it  undoubtedly  arose  from  profits 
made  on  persisting  business.  Policies  which  lapsed  after 
having  been  in  force  more  than  five  years  received  paid-up 
policies  or  extended  insurance,  using  up  in  each  case  at  least 
83  per  cent,  of  the  reserve.  So  that  this  credit  for  cancelled 
reserve  does  not  represent  cash  money  forfeited  by  cancelled 
policies.  It  is  a  mere  credit  as  against  advances  made  by  the 
company  in  previous  years  out  of  its  general  fund.      These 
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profits  received  from  the  policyholders  who  have  persisted 
long  enough  to  make  up  their  reserve  are  accumulated  by  the 
company  and  are  in  part  the  source  of  the  cash  dividend  vol- 
untarily paid  on  industrial  policies  which  do  not  call  for  divi- 
dends. As  stated  before,  we  keep  down  our  surplus  to  ten 
per  cent,  of  our  assets,  by  paying  these  dividends. 

Q.  I  understand  that  the  amount  of  $4,107,844,.  mentioned 
as  the  reserve  and  dividends  released  by  surrendered  and 
lapsed  policies  was  the  amount  which  figured  as  a  liability  of 
your  company  by  reason  of  those  policies  which  were  sur- 
rendered and  lapsed  and  which  consequently  was  released  by 
the  surrender  and  lapse  or  discharged  as  a  liability.  A.  Yes, 
sir,  but  a  large  part  of  the  liability  was  made  up  from  the 
general  funds  of  the  company  and  not  from  the  accumulations 
of  premiums  received  from  the  policyholders  of  the  policies 
which  lapsed. 

Q.  I  understand,  but  as  against  the  policies  which  lapsed 
there  have  been  included  in  the  statement  of  the  liabilities  of 
the  company  an  amount  of  $4,107,844?  A.  That  is  true.  That 
was  the  statutory  reserve  which  the  company  was  compelled 
to  put  up. 

Q.  Now  when  these  policies  surrendered  and  lapsed  upon 
the  total  of  them  there  was  paid  out  by  your  company  $1,075,- 
919,  which  left  as  a  gain  to  the  surplus  account  by  reason  of  the 
discharge  of  the  liability  over  and  above  the  amount  paid  upon 
such  discharge,  the  sum  of  $3,031,925?  A.  Technically  that  it 
true,  but  the  fact  remains 

Q.  You  have  explained  the  matter.      A.  Yes. 

Q.  That  is  the  fact?     A.  Yes. 

Q.  Now  then  when  that  three  million  dollars  resulted  as  a  gain 
in  that  manner  after  taking  out  all  Other  elements  of  gain  in 
your  business  and  all  elements  of  losses  by  reason  of  the  rate  of 
mortality,  the  net  gain  for  the  year  exclusive  of  the  increase 
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in  market  value  was  $2,620,681,  which  went  to  the  increase  of 
your  surplus?     A.  Technically  that  is  true. 

MR.  HUGHES :  That  is  all  for  the  present,  we  will  have 
you  a  little  later. 

MICHAEL  E.  MULLANEY,  called  as  a  witness  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Where  is  your  residence,  Mr.  MuUaney?      A.  Albany. 

Q.  Where  do  you  live  in  Albany?     A.  616  Madison  avenue. 

Q.  How  long  have  you  lived  there?      A.  About  four  years. 

Q.  What  do  you  do?      A.  Take  care  of  that  house. 

Q.  Who  employs  you?    A.  Mr.  Fields. 

Q.  Andrew  C.  Fields?      A.  Yes.      Andrew  C.  Fields. 

Q.  How  long  have  you  been  employed  by  him?  A.  15  or 
16  years. 

Q.  How  long  have  you  taken  care  of  the  house  in  Albany? 
A.  About  four  years.    This  is  the  fourth  year. 

Q.  How  long  have  you,  for  Mr.  Fields,  taken  care  of  the 
place  that  he  had  as  his  residence  in  Albany?  A.  About  10 
years  I  think. 

Q.  When  did  you  last  see  Mr.  Fields?  A.  About  two  months 
ago. 

Q.  Where  did  you  see  him?      A.  Albany. 

Q.  Have  you  heard  from  him  since?    A.  No,  sir. 

Q.  Had  any  communication  from  him?    A.  No,  sir. 

Q.  Are  you  taking  care  of  the  house  now?    A.  Yes,  sir. 

Q.  Who  lives  there?      A.  I  live  there  with  my  family. 

Q.  Who  pays  your  wages?      A.  Mr.  Fields. 
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Q.  Does  he  pay  them  now?  A.  Mr.  Carpenter  usually  pays 
me. 

Q.  If  as  Mr.  Carpenter  being  paying  you  recently?  A.  He 
has. 

Q.  Right  up  to  date?      A.  Well,  not  up  to  date. 

Q.  Within  what  time?      A.  Up  to  the  ist  of  September. 

Q.  Who  buys  supplies  for  the  house?      A.  I  do. 

Q.  And  where^do  you  get  the  money  to  pay  for  them?  A. 
I  get  it  from  Mr.  Fields  or  Mr.  Carpenter. 

Q.  What  traveling  have  you  done  for  the  Mutual  Life  In- 
surance Company?     A.  Up  and  down  from  New  York. 

Q.  What?  A.  Carried  messages  back  and  forth  from  New 
York  for  Mr.  Fields. 

Q.  How  often  have  you  done  that?  A.  Several  times.  A 
great  many  times. 

Q.  Do  you  get  paid  for  it?    A.  Yes,  sir. 

Q.  Who  pays  you?  A.  Mr.  Fields  would  give  me  the  money 
back. 

Q.  How  much  ?    A.  Whatever  the  amount  might  be. 

Q.  What  was  it  the  last  time  you  remember  it?  A.  I  cannot 
recall  what  it  was. 

Q.  Have  you  made  any  other  trips  for  the  Mutual  Life  Insur- 
ance Company  except  in  coming  down  to  New  York?  A.  That 
is  all. 

Q.  When  did  you  last  get  any  money  for  travelling  expenses? 
A.  I  don't  remember  when. 

Q.  Well,  have  you  had  any  this  year?    A.  I  think  so. 

Q.  What?    A.  Yes,  sir. 

Q.  When?    A.  Some  time  during  the  year. 

Q.  How  long  ago?    A.  I  could  not  tell  you. 

Q.  How  much  was  it  ?    A.  I  don't  know. 

Q.  Was  it  $ioo?    A.  I  could  not  tell  that. 

Q.  Was  it  $50?    A.  I  don't  know. 
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Q.  What  is  the  nearest  amount?    A.  I  have  no  idea  just  now. 

Q.  Was  it  any  large  sum  or  small  sum?  A.  Whatever  the 
amount  was  I  told  Mr.  Fields  and  he  had  Mr.  Carpenter  give 
me  the  money. 

Q.  How  long  a  time  did  it  cover?    A.  I  could  not  tell  that. 

Q.  What?  A.  I  could  not  tell  that.  I  kept  a  memorandum 
of  what  money  I  spent  and  gave  it  to  him. 

Q.  How  often  did  he  pay  you,  every  month  or  every  two  months 
or  every  week?  A.  He  might  pay  me  every  month  or  two 
months  or  three  months  at  times. 

Q.  What  did  he  do  in  fact?  A.  Whatever  money  I  spent  I 
gave  him  a  memorandum  of  it  and  he  told  Mr.  Carpenter  to  re- 
imburse me  or  gave  me  the  money  himself  at  times. 

Q.  When  did  he  give  you  the  money  himself?    A.  Any  time. 

Q.  What?    A.  Any  time. 

Q.  How  long  ago?    A.  I  could  not  tell  you  that. 

MR.  HUGHES :  Let  me  have  the  voucher,  please,  of  January 
18,  1905? 

(Paper  produced.) 

Q.   (Handing  paper.)     Is  that  your  signature?    A.  Yes. 

MR.  HUGHES :     I  offer  the  voucher  in  evidence. 

(Paper  marked  Exhibit  321.) 

Q.  Did  you  get  that  money?    A.  Yes,  sir. 
Q.  Who  gave  it  to  you?    A.  Why,  Mr.  Carpenter,  I  believe. 
Q.  What  was  it  for?    A.  Why,  it  was  for  money  I  had  spent, 
money  advanced  me  and  my  wages  and  whatever  I  spent  it  for. 
Q.  Can  you  give  me  any  better  idea  than  that?    A.  No,  sir; 


2633 


Testimony  of  Michael  E.  Mullaney 

that  is  what  I  used  it  for,  suppHes  and  wages  and  anything  that 
Mr.  Fields  directed  me  to  use  it  for. 

Q.  Was  it  for  travel  ?    A.  Part  of  it  was,  I  believe. 

Q.  How  much  of  it?    A.  I  could  not  tell  that. 

Q.  Can  you  tell  within  some  reasonable  amount?  A.  No,  I 
could  not. 

Q.  How  many  times  had  you  been  down  to  New  York  for 
Mr.  Fields  between  October,  1904,  and  January,  1905?  A.  I 
don't  remember. 

Q.  Had  you  been  down  at  all?    A.  I  believe  so — sure. 

Q.  Whom  did  you  see  when  you  came  down  here?  A.  Mr. 
Fields  and  Mr.  Carpenter. 

Q.  Have  you  been  down  a  dozen  times?  A.  I  could  not  tell 
that. 

Q.  Did  you  come  every  week  ?    A.  No. 

Q.  Did  you  come  every  two  weeks?  A.  I  came  only  when  he 
sent  for  me. 

Q.   (Question  repeated.)     A.  No. 

Q.  Did  you  come  every  three  weeks?    A.  I  could  not  tell. 

Q.  How  many  times  a  month  did  you  come?  A.  Only  when 
I  was  sent  for. 

Q.  Did  you  come  every  month?    A.  I  don't  know. 

Q.  What?  A.  I  don't  remember  whether  it  was  monthly — 
whenever  he  sent  I  came. 

Q.  You  can  recollect  whether  you  came  as  often  as  once  a 
month?    A.  No,  I  cannot. 

Q.  Did  you  come  half  a  dozen  times  in  the  fall  of  last  year? 
A.  I  don't  remember. 

Q.  But  you  know  you  did  not  come  as  often  as  once  a  week? 
A.  No,  sir,  I  did  not. 

Q.  You  know  you  did  not  come  as  often  as  once  a  fortnight? 
A.  I  don't  remember ;  I  only  came  when  I  was  ordered  to  come. 
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MR.  HUGHES :  Let  me  see  the  blotter,  if  you  please,,  of  the 
Mutual  Life,  January  i8,  1905  ? 

(Blotter  produced.) 

MR.  HUGHES :  I  ofiEer  in  evidence  the  entry  on  that  blotter 
of  the  Mutual  Life  Insurance  Company  showing  the  following: 

"January  18,  1905,  M.  E.  Mullaney,  traveling,  $550." 

MR.  HUGHES :     Will  you  let  me  have  the  voucher,  please  ? 

MR.  BECK:  Kindly  ask  the  witness  whether  or  not  he  did 
not  frequently  buy  tickets  for  Mr.  Fields  in  his  various  trips. 

MR.  HUGHES :  That  is  a  good  suggestion.  I  will  ask  the 
witness  that.     Did  you  buy  tickets  for  Mr.  Fields? 

THE  WITNESS :    Yes,  sir. 

Q.  Where  did  you  get  the  money  to  pay  for  them  ?  A.  I  gen- 
erally had  money  and  paid  for  them  out  of  my  pockets. 

Q.  How  often  did  you  do  that?    A.  Every  week. 

Q.  Where  was  Mr.  Fields  going  when  you  bought  tickets  for 
him?    A.  To  New  York. 

Q.  How  often  was  Mr.  Fields  in  Albany  last  fall  when  the 
Legislature  was  not  in  session?    A.  He  was  not  there. 

Q.  He  was  not  there  then.  Did  you  buy  any  tickets  for  him 
last  fall?    A.  Not  that  I  remember. 

Q.  Now,  prior  to  January  13,  1905,  had  you  bought  any  tickets 
for  him — I  mean  within  the  last  two  or  three  months  ?    A.  When  ? 

Q.  Prior  to  January  13,  1905?    A.  I  don't  remember. 
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Q.  When  did  Mr.  Fields  go  to  Albany  in  the  last  session  ?  A. 
First  of  January. 

Q.  First  of  January?    A.  About  that  time. 

Q.  And  he  had  not  been  in  Albany  before  for  how  long  a  time  ? 
A.  I  don't  know  how  long. 

Q.  Well,  for  several  months,  wasn't  it?    A.  I  don't  know. 

Q.  He  was  not  there  during  the  summer  of  1904,  was  he?  A. 
No,  sir. 

Q.  Nor  during  the  fall  of  1904?    A.  I  don't  know. 

Q.  You  don't  remember  of  seeing  him  there?  A.  No,  I  do 
not. 

Q.  Or  prior  to  the  meeting  of  the  Legislature  the  first  of  Janu- 
ary, 1905?    A.  No,  sir. 

Q.  And  he  left  when  the  Legislature  adjourned,  or  about  that 
time,  in  the  end  of  the  session  of  1904?    A.  Yes,  sir. 

Q.  That  was  his  usual  practice,  wasn't  it?    A.  Yes,  sir. 

Q.  And  when  you  bought  tickets  for  him  from  time  to  time  it 
was  during  the  session  of  the  Legislature,  wasn't  it?  A.  Yes, 
sir. 

Q.  How  many  times  have  you  done  that?  A.  About  every 
week. 

Q.  About  every  week — did  you  go  down  to  the  ticket  office 
and  he  would  not  give  you  any  money^did  he  ever  give  you  any 
cash?     A.  Oh,  yes,  at  times. 

Q.  Every  once  in  a  while  he  would  give  you  some  money? 
A.  Whenever  I  gave  him  a  memorandum  of  what  I  had  spent 
he  would  have  Mr.  Carpenter  give  it  back  to  me. 

Q.  What  was  the  amount  of  your  wages?  A.  Seventy-five 
dollars  a  month. 

Q.  I  show  you  a  batch  of  vouchers  and  ask  you  if  your  sig- 
nature is  on  those  vouchers?    A.  Yes,  sir. 

Q.  Did  you  receive  the  money  mentioned  in  those  vouchers? 
A.  Yes,  sir. 
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Q.  From  whom?     A.  Mr.  Carpenter. 

MR.  HUGHES :  I  offer  these  vouchers  in  evidence.  I  will 
read  upon  the  record  the  substance  of  them. 

(Vouchers  marked  Exhibits  321  to  338,  inclusive.) 

EXHIBITS  No.  321  TO  No.  338,  INCLUSIVE. 

MR.  HUGHES :     March  7,  1900,  $198.67. 

April  2,  1900,  $620.00. 
October  4,  1901,  $180.00. 
February  8,  1901 

One  moment,  there  is  one  of  January  16,  1901,  of  $1,025. 
Have  you  got  that?  The  voucher  date — that  may  not  be  the 
voucher  date,  but  it  is  the  blotter  date  and  the  date  of  the  stand 
book.  Have  you  the  blotter  of  1901  here  (indicating  on  book)  ? 
There  it  is,  January  16,  sundries,  $1,025. 

(Voucher  produced.) 

Q.  That  is  also  your  signature?    A.  Yes,  sir. 
Q.  You  had  that  money?    A.  Yes,  sir. 

MR.  HUGHES:  The  voucher  is  dated  January  7,  1901,  that 
date  being  the  blotter  date — ^$1,025. 

February  8,  1901 $150.00 

. .     October  16,  1901 250.00 

October  30,  1901 150.00 

January  31,  1902 275.00 
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March  28,  1902 609.97 

April  24,  1902 150.00 

June  2,  1903 350-00 

September  30,  1902 150.00 

January  24,  1903 3So.oo 

June  30,  1903 225.00 

November  2,  1903 150 .  00 

December  18,  1903 275 .  00 

February  1 1,  1904 225 .  00 

December  i,  1904 230. 74 

March  15,  1904 n 175.00 

MR.  HUGHES :  Have  you  the  voucher  of  July  12,  1905  ? 
Never  mind ;  we  won't  wait  over  that. 

Q.  Are  you  a  lawyer?    A.  No,  sir. 

Q.  Have  you  ever  rendered  any  legal  services  to  the  Mutual 
Life  Insurance  Company?    A.  No,  sir. 

Q.  I  show  you  vouchers  of  June  30,  1903,  signed  by  you,  $225 
for  legal  services  in  full  to  date.  What  was  that  money  paid  to 
you  for?  A.  That  was  wages,  I  suppose,  and  what  I  had  spent 
for  Mr.  Fields,  in  connection  with  Mr.  Fields. 

Q.  Do  you  know  of  anything  special  it  was  for  outside  of  your 
ordinary  employment?    A.  That  was  all. 

Q.  As  caretaker  of  this  house?    A.  That  is  all. 

Q.  I  show  you  voucher  of  November  2, 1903,  of  one  hundred  and 
fifty  dollars  on  account  of  legal  services.  Do  you  make  the  same 
answer  to  that  question  ?    A.  Yes,  sir. 

Q.  And  I  call  your  attention  to  the  fact  that  December  i8th 
voucher,  $275,  and  February  11,  1904,  voucher,  for  $225,  and 
March  15,  1904,  $175,  are  all  stated  to  be  for  legal  services  or 
legal  expenses  and  services.  Do  you  make  the  same  answer  to 
those?     A.  Yes,  sir. 
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MR.  BECK:  Mr.  Hughes,  pardon  me  a  moment.  You 
will  remember  the  testimony  that  all  the  expenses  of  the  house 
at  Albany  were  charged  to  legal  expenses  because  they  were 
in  aid  of  the  work  of  the  Law  Department  of  the  company  in 
defeating  obnoxious  legislation. 

MR.  HUGHES :    These  are  for  legal  services  ? 

MR.  BECK :  I  am  only  giving  you  the  explanation  of  those 
charges  there  on  the  books  of  the  company  for  legal  expenses. 

MR.  HUGHES  :  No ;  that  was  a  mistake.  Those  are  the  ones 
that  I  have  just  referred  to. 

O.  Is  there  anything  special  in  regard  to  these  particular 
sums  which  were  received  as  stated  for  legal  services,  or  were 
the  moneys  paid  you  for  the  same  services  that  you  have 
described  as  caretaker  of  the  house  and  buying  supplies  and 
paying  out  moneys  for  Mr.  Fields?      A.  That  is  all. 

Q.  That  is  all  you  ever  did?      A.  That  is  all. 

Q.  Do  you  know  why  in  some  cases  you  sign  vouchers  for 
amounts  received  for  legal  services  and  in  other  cases  you  sign 
vouchers  simply  referring  to  services?       A.  I  do  not. 

Q.  Was  it  ever  explained  to  you  why  you  should  sign  a 
voucher  for  legal  services?  A.  No,  sir.  The  voucher  was 
made  and  handed  to  me. 

MR.  HUGHES :  Now,  if  there  is  any  explanation  of  these 
items  paid  to  Mr.  Mullaney  which  sums  appear  charged  to 
sundries  sometinles  and  sometimes  to  travelling,  and  sometimes 
to  legal  expenses,  why  of  course,  we  will  be  glad  to  have  it 
made.  As  a  matter  of  fact  it  does  not  appear  according  to  the 
blotter  that  they  are  all  under  law  expenses — only  those  that 
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I  have  mentioned.  I  will  state  that  from  an  examination  of 
the  blotter,  subject  to  any  correction  on  examination,  the 
company  may  desire  to  make,  that  I  am  advised  that  the 
amounts  shown  by  these  vouchers  from  March  14,  1900,  to 
November  29,  1900,  those  being  the  blotter  dates,  and  not  ex- 
actly corresponding  to  the  voucher  dates,  appear  tinder  the 
head  of  sundries — January  31,  1903,  to  December  7,  1904,  those 
being  the  blotter  dates,  under  the  head  of  legal  expenses  or 
law,  and  the  voucher  of  January  18,  1905,  under  the  head 
of  traveling. 

Q.  Who  were  living  at  the  house  last  year?  A.  Mr.  Car- 
penter and  Mr.  Fields. 

Q.  Who  else  have  you  seen  there?  A.  That  is  all  there 
were  there  last  year. 

Q.  Living  there.     You  know  P.  F.  Dutcher  ?     A.  Yes,  sir. 

Q.  Was  he  there  from  time  to  time?  A.  I  don't  believe  he 
was  ever  there. 

Q.  How  recently  were  you  in  Dobbs  Ferry?  A.  Two  weeks 
ago. 

Q.  What  were  you  there  for?      A.  Just  dropped  over  there. 

Q.  What  for?  A.  I  got  some  friends  there,  just  stopped 
over  and  seen  them. 

Q.  Were  you  there  on  business  for  Mr.  Fields  ?     A.  No,  sir. 

Q.  Did  you  arrange  to  have  his  stable  repaired?     A.  No,  sir. 

Q.  What  have  you  done  with  reference  to  the  Albany  house 
recently — have  you  been  putting  in  supplies  recently?  A.  No, 
sir,  none. 

Q.  There  have  been,  reports  that  something  has  been  done  in 
the  way  of  furnishing  it?      A.  Not  a  bit,  sir. 

Q.  Anything  of  that  sort  true?    A.  No,  sir. 

Q.  State  within  the  last  five  years  who  have  lived  in  the 
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house  with  Mr.  Fields  at  different  periods  ?  A.  Mr.  Carpenter 
and  Senator  McClelland  lived  there  one  winter,  that  is  all. 

Q.  Anybody  else?      A.  No,  sir. 

Q.  Back  of  that,  anybody?  A.  No,  sir,  not  in  that  house 
in  five  years. 

Q.  I  mean  during  that  period  at  any  time?  A.  I  don't  be- 
lieve there  was. 

Q.  Is  Mr.  Carpenter  still  in  charge  of  the  house?  A.  Yes, 
sir. 

Q.  Do  you  know  Mr.  Fepps  of  the  Supply  Department  of  the 
Mutual  Life?    A.  Yes,  sir. 

Q.  Does  he  frequently  go  to  Albany  to  see  Mr.  Fields  ?  A. 
No,  sir. 

Q.  Are  you  in  communication  with  Mr.  F.?  A.  I  see  him 
once  in  a  while ;  never  in  any  communcation  with  him. 

Q.  How  recently  have  you  seen  him?      A.  To-day. 

Q.  Is  he  here?      A.  I  believe  he  is. 

Q.  Who  is  Mr.  P.  F.  Dutcher?  A.  He  is  brother-in-law  of 
A.  C.  Fields. 

Q.  Is  he  in  the  livery  stable  business  with  Mr.  Fields  in 
Dobbs  Ferry?      A.  I  don't  know. 

MR.  HUGHES:  Will  you  let  me  have  the  vouchers  of 
Mr.  Dutcher,  if  you  please — P.  F.  Dutcher,  February  4,  1903? 

Q.  Is  Mr.  Dutcher  a  lawyer?      A.  No,  sir,  I  guess  not. 
Q.  Do  you  see  Mr.  Dutcher  in  Albany  from  time  to  time? 
A.  No,  sir. 

MR.  HUGHES :  I  offer  in  evidence  a  voucher  dated  January 
14,  1903. 

(Voucher  marked  Exhibit  339  and  read  by  Mr.  Hughes.) 
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Q.  Did  you  ever  make  any  payments  on  behalf  of  Mr.  Fields 
to  any  person  except  in  buying  supplies  or  in  buying  tickets? 
A.  No,  sir. 

Q.  Did  you  ever  carry  any  money  from  Mr.  Fields  from  New 
York  to  Albany?    A.  No,  sir. 

JOHN  R.  HEGEMAN,  resumed. 

BY  MR.  HUGHES : 

Q.  I  want  to  read  to  you  Section  55  of  the  Insurance  Law. 

"No  policy  of  insurance  shall  be  issued  upon  any  property  ex- 
cept upon  the  application  and  in  the  name  of  some  person  having 
an  interest  in  the  property. 

"No  policy  or  agreement  for  insurance  shall  be  issued  upon 
the  life  or  health  of  another  or  against  loss  by  disablement,  by 
accident,  except  upon  the  application  of  the  person  insured;  but 
a  wife  may  take  a  policy  of  insurance  upon  the  life  or  health 
of  her  husband,  or  against  loss  by  his  disablement  by  accident. 
An  employer  may  take  out  a  policy  of  accident  insurance  cover- 
ing his  employees,  collectively,  for  the  benefit  of  such  as  may  be 
injured,  and  a  person  liable  for  the  support  of  a  child  of  the  age 
of  one  year  and  upward,  may  take  a  yearly  renewable  term  policy 
of  insurance  thereon,  the  amount  payable  under  which  may  be 
made  to  increase  with  advancing  age,  and  which  shall  not  exceed 
the  sums  specified  in  the  following  table,  the  ages  wherein  speci- 
fied, being  the  age  at  time  of  death,  and  which  after  the  age  of 
thirteen  may  become  an  ordinary  life  policy  for  an  amount  not 
exceeding  the  sum  specified  in  the  table : 

Between  the  ages  of  one  and  two  years 30  years 

Between  the  ages  of  two  and  three  years 34  years 
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Between  the  ages  of  three  and  four  years 50  years 

Between  the  ages  of  four  and  five  years 48  years." 

And  so  on,  different  amounts  being  given  for  different  ages. 

The  section  concludes  with  this  provision:  "With  respect  of 
insurance  heretofore  or  hereafter  by  any  person  not  of  the  full  age 
of  21  years  but  of  the  age  of  15  years  and  upwards  affected  upon 
the  life  of  such  minor  for  the  benefit  of  such  minor,  or  for  the 
benefit  of  the  father,  mother,  husband,  wife,  brother  or  sister 
of  such  minor,  the  assured  shall  not  by  reason  of  such  minority 
be  deemed  incompetent  to  contract  for  such  insurance  or  for  the 
surrender  of  such  insurance  or  to  give  a  valid  discharge  for  any 
benefit  accruing  or  for  money 'payable  under  the  contract."  Has 
the  question  been  taken  up  by  your  company  with  your  counsel 
as  to  the  right  of  the  company  to  issue  policies  upon  applications 
of  persons  liable  for  the  support  of  children  of  the  age  of  one  year 
and  upwards  and  under  the  age  of  14,  except  as  yearly  renewable 
term  policies  ?  A.  The  question  has  been  taken  up  as  to  whether 
our  practice  was  in  conformity  with  the  law  and  I  have  always 
understood  that  it  was. 

Q.  Have  you  taken  advice  with  reference  to  your  endowment 
schemes  of  insurance  and  the  permissibility  of  insuraiice  for  ages 
between  2  and  13  except  upon  a  yearly  renewable  term  basis? 
A.  I  have  no  clear  remembrance  of  discussing  that  matter  with 
counsel. 

Q.  Have  you  any  opinions  from  your  counsel — any  formal 
opinions  upon  that  matter?     A.  I  have  not. 

Q.  My  point  was  more  to  ascertain  whether  it  had  been  a 
subject  of  consideration  upon  which  you  had  reached  a  deliberate 
conclusion  or  simply  that  the  matter  had  not  been  called  to  your 
attention?  A.  I  should  say  that  it  was  a  subject  which  we  had 
deliberately  determined  upon. 
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Q.  Do  you  happen  to  have  in  mind  the  basis  for  the  conclusion 
that  you  reached?  A.  As  to  when  such  consultations  were  held 
or  with  whom? 

Q.  No,  as  to  the  grounds  of  the  result  of  the  conclusion  ?  A.  I 
have  not;  I  have  not. 

Q.  Is  it  a  fact  that  the  agents  of  the  Metropolitan  Life  Insur- 
ance Company  hold  out  the  Metropolitan  Life  as  practically  a 
mutual  company?    A.  Not  to  my  knowlege;  I  never  heard  of  it. 

Q.  Are  they  not  encouraged  so  to  do?    A.  No. 

Q.  Are  you  acquainted  with  the  statements  contained  in  the 
bulletin  that  I  now  show  you  under  date  of  August  i6,  190S — is 
that  written  with  the  authority  of, the  company?  A.  I  was  not 
in  the  company  when  that  was  written. 

Q.  But  it  is  an  official  paper?    A.  Written  by  Mr.  Fiske. 

Q.  I  call  attention  to  the  statements  in  this  bulletin  No.  449, 
part  of  which  I  will  read  in  evidence. 

(Paper  marked  Exhibit  340.) 

MR.  HUGHES  (reading-)  :  "Our  watchword  first,  last  and 
all  the  time,  the  business  in  every  respect  beyond  reproach.  The 
Metropolitan  Life  Insurance  Company,  the  company  of  the  people, 
by  the  people,  for  the  people.  Bulletin  449,  August  26,  1905,  in- 
dustrial department,  to  the  agents.     Gentlemen :" 

I  will  omit  the  first  paragraph.  The  second  paragraph  is  as 
follows:  "Most  of  the  advice  given  to  you,  Messrs.  Agents,  is 
as  representatives  of  the  company  and  you  are  urged  to  be  faith- 
ful and  true  to  its  interests,  to  uphold  its  good  name,  to  push  for- 
ward its  banner.  All  good  advice.  But  turn  about  now,  and 
look  at  your  position  as  the  agents  and  representa- 
tives of  the  policyholders  and  of  the  insurable  pub- 
lic.      These     your     are     in     a     very     true     sense.       Nobody 
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is  closer  to  the  people  than  you.  You  are  a  visiting 
friend,  calling  once  a  week,  admitted  to  the  home  circle,  ac- 
quainted with  husband,  wife  and  children,  know  their  ages, 
habits,  manner  of  Hving,  income,  pleasures,  griefs.  In  death 
you  come  very  near  and  are  looked  upon  as  a  benefactor.  You 
share  in  their  prosperity  and  feel  their  adversity  almost  as  soon 
as  they  do.  You  do  them  a  good  turn ;  but  on  the  other  hand 
you  get  your  reward,  for  they  support  you.  You  serve  us  and 
they  pay  us.  It  is  their  money  which  has  built  up  this 
great  company.  In  fact  the  policyholders  are  the  Metro- 
politan and  you  and  we  at  the  home  office  are  alike  their  agents 
for  the  Metropolitan  is  practically  a  mutual  company,  and  it 
is  managed  in  the  interests  of  the  policyholders  alone."  Now, 
isn't  it  a  fact  that  that  statement  that  the  MetropoUtan  is 
practically  a  mutual  company  and  stands  for  the  policyholders 
and  managed  in  the  interests  of  the  policyholders  practically 
the  same  as  a  mutual  company  is  managed,  goes  through  the 
country  as  the  statement  of  the  agents  or  with  official  au- 
thority?     A.  I  would  not  say  that  it  did. 

Q.  Have  you  take  any  steps  in  your  literature  to  call  atten- 
tion to  the  fact  that  it  is  really  a  stock  companyaccumulating 
its  surplus-  for  the  benefit  of  stockholders  except  as  to  a 
small  amount  of  insurance  which  participates  and  such  gratui- 
ties as  you  may  see  fit  to  give  to  industrial  policyholders — 
in  other  words  upon  what  basis  do  you  solicit  business,  as  a 
stock  company  in  business  for  profit  or  as  a  mutual  company 
in  business  to  make  money  which  will  go  to  the  policyholders  ? 
A.  We  do  not  have  to  do  it  for  either. 

Q.  Do  you  take  either  position  ?  A.  No.  We  assume  that 
our  agents  tell  the  truth  about  it,  and  there  is  nothing  in  our 
manuals  to  them  which  says  that  the  company  is  anything  else  ex- 
cept what  it  is.  They  know  the  provisions  of  the  policies,  the 
policyholders  receive  them ;  they  are  clear  and  explicit ;  there  is 
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nothing'  in  those  policies  that  promises  or  provides  expressly 
or  impliedly  for  dividends. 

Q.  Of  course  you  are  aware,  Mr.  Hegeman,  that  the  great 
number  of  people  who  insure  on  the  industrial  basis  have  not 
had  quite  the  advantages  in  education  that  the  people  have 
who  insure  in  most  of  the  old  line  companies ;  is  not  that  so  ? 
A.  That  may  be  so,  Mr.  Hughes. 

MR.  MILBURN:     They  have  a  vote. 

Q.  It  is  a  little  more  difficult  for  them  to  understand  tech- 
nical phraseology  of  a  contract,  perhaps,  than  many  others? 
A.  There  is  no  technical  phraseology  in  the  industrial  contracts. 

Q.  Well,  phraseology  which  is  technically  expressed  in  the 
sense  that  it  is  expressed  in  concise  and  legal  language?  A. 
And  then  every  industrial  policyholder  has  his  policy  in  his 
possession  for  a  certain  length  of  time,  and  there  is  no  compul- 
sion for  him  to  keep  it.  After  he  looks  it  over  and  finds  it 
does  not  agree  with  what  was  told  him  by  the  agent,  he  has 
the  right  to  turn  it  over  and  get  back  what  money  he  has 
paid  in. 

Q.  Have  you  participated  in  any  effort  to  prevent  legislation 
which  you  deemed  obnoxious  to  your  company's  interest?  A. 
No,  sir. 

Q.  Has  you  company  ever  spent  any  money  for  the  purpose  of 
preventing  the  passage  of  proposed  bills  in  any  legislature? 
A.  Except  in  the  retaining  of  counsel  to  appear  before  com- 
mittees, and  to  represent  the  company's  interest. 

Q.  Are  the  amounts  which  are  expended  for  that  purpose 
charged  for  legal  expenses?      A.  Always. 

Q.  Not  charged  in  any  other  account?     A.  Never,  sir. 

Q.  Have  you  yourself  from  time  to  time  or  at  any  time 
visited  State  capitols  for  the  purpose  of  influencing  opinion 
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upon  the  question  of  insurance  legislation?  A.  Influencing 
opinion  only  to  the  extent  of  trying  to  defeat  hostile  and  mis- 
chievious  and  unwise  legislation. 

Q.  What  sort  of  legislation  have  you  endeavored  to  defeat? 
A.  Measures  of  taxation,  measures  limiting  the  business  to  all 
ages  beyond  a  certain  age,  say  twenty-one  years  or  sixteen 
years. 

Q.  Have  efiforts  been  made  from  time  to  time  or  any  sug- 
gestion been  made  from  time  to  time  of  legislation  in  the  di- 
rection of  preventing  infantile  insurance?  A.  Has  there  been 
such  legislation? 

Q.  Any  efforts  in  the  direction  of  such  legislation  ?  A.  Have 
there  been  efiforts  made  in  different  parts  of  the  country  ? 

Q.  Yes.      A.  There  has. 

Q.  And  you  have  opposed  that?      A.  I  have. 

Q.  And  I  suppose  you  have  had  to  retain  counsel  for  that 
purpose  from  time  to  time?      A.  I  have. 

Q.  How  frequently  has  that  been  the  case  ?  A.  It  has  been 
the  case  for  some  years — in  the  case  of  half  a  dozen  States. 

Q.  I  see  that  your  legal  expenses  for  the  year  1904,  amount 
to  about  $81,000.  Can  you  tell  me  of  what  items  those  ex- 
penses are  made  up?      A.  Offhand  I  cannot. 

Q.  Legal  expenses  $81,587.91.      A  For  the  entire  year? 

Q.  So  it  appears.      A.  I  say  offhand  I  cannot. 

Q.  You  can  give  me  a  list,  I  suppose,  if  you  have  it  not  here  ? 

MR.  FISKE:     Yes. 

MR.  HUGHES:  You  can  get  me  the  component  parts  of 
that? 

MR.  FISKE:     Yes. 
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Q.  I  notice  another  item  in  your  statement  to  the  Department 
under  date  of  December  31,  1904,  commuting  renewal  commis- 
sions, $1,907,866.62.  How  much  of  that  item  did  you  place 
among  the  expenses  of  the  industrial  department,  if  any?  A.  I 
think  practically  the  whole  of  it. 

Q.  To  whom  v/ere  these  renewal  commissions  commuted  and 
paid?  A.  Paid  to  the  twelve  thousand  industrial  agents  of  the 
company. 

Q.  Why  were  the  renewal  commissions  commuted?  A.  That 
is  the  system  of  paying  which  we  went  into  this  morning,  on  in- 
crease. I  call  that  fifteen  times  which  we  pay  for  a  complete  dis- 
charge of  the  agents'  interest,  the  commutation  of  his  interest  in 
that  business,  and  it  is  therefore  called  a  commuted  commis- 
sion. 

Q.  Is  it  a  fact  that  $1,907,866.62  is  the  amount  paid  for  get- 
ting the  industrial  business?  A.  That  is  the  special  salary  on 
commutation  of  the  agents'  interest  in  the  business  treated. 

Q.  That  is  all  that  is  paid  to  the  agents  for  getting  the  indus- 
trial business?    A.  Save  their  collecting  commission. 

Q.  Apart  from  the  collecting  commission  of  fifteen  per  cent.? 
A.  That  is  right. 

Q.  On  renewal  premiums?    A.  Yes. 

Q.  Where  in  your  annual  statement  appears  the  fifteen  per 
cent.,  is  that  a  part  of  the  renewal  premiums  ?  A.  No,  I  think  that 
is  in  the  item  of  commissions  paid.     How  does  it  read? 

Q.  Commissions  and  bonuses  to  agents  less  commissions  on 
renewals,  first  year's  premium  so  much,  second  year  so  much,  and 
annuities  so  much.     A.  What  is  the  amount  of  it? 

Q.  Well,  it  is  divided  up.  A.  That  is  the  item  in  which  the 
collecting  commissions  paid  to  the  industrial  agents 

Q.  Can  you  tell  me  the  amount  you  actually  paid  under  the 
word  salary  on  the  basis  of  fifteen  per  cent,  of  the  renewal  com- 
mission in  the  industrial  department  in  the  year   1904?    A.  I 
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cannot,  but  it  is  in  the  neighborhood  of  between  five  and  six 
million  dollars. 

Q.  If  we  add  that  amount  to  the  $1,907,866.62  which  rep- 
resents the  total  of  the  fifteen  times  paid  as  the  commission  to 
get  the  business,  we  would  have  the  total  amount  of  the  expenses 
of  the  industrial  department  so  far  as  they  related  to  the  payment 
of  commissions  on  business?     A.  No. 

Q.  What  would  be  added  to  it?  A.  We  have  got  over  three 
thousand  superintendents  and  assistant  superintendents  who  have 
a  commission  interest  in  that  business. 

Q.  Are  their  expenses  included  in  the  five  or  six  million  dollars 
you  stated  a  moment  ago?    A.  They  are  not. 

Q.  How  much  do  they  amount  to?  A.  I  don't  know.  As  I 
testified  this  morning,  we  have  some  350  superintendents  who 
have  a  salary  paid  them,  and  then  they  have  a  contingent  interest 
in  all  business  done  under  them.  We  have  several  thousand 
assistant  superintendents  who  have  an  interest  in  the  business 
done  by  the  men  under  them. 

Q.  My  attention  has  been  called  to  the  statement  of  the  secur- 
ities owned  by  you  at  the  end  of  1904  and  to  the  statement  of 
market  value  as  it  appears  in  your  reports  to  the  Insurance  De- 
partment. How  are  those  statements  of  market  value  arrived 
at?  A.  Well,  we  g'enerally  send  the  statement  after  it  is  com- 
pleted at  the  end  of  the  year  to  the  company's  bankers. 

Q.  Who  are  they?  A.  They  have  been  for  twenty  years  Ver- 
milye  &  Company. 

Q.  And  are  now?    A.  William  A.  Read  &  Company. 

Q.  And  they  have  been  William  A.  Read  &  Company  for  how 
long?    A.  Oh,  perhaps  six  months. 

Q.  Since  Mr.  Read  left  the  firm  of  Vermilye  &  Company?  A. 
Yes,  sir. 

Q.  Then  are  the  values  finally  put  on  by  Mr.  Read  ?  A.  They 
have  never  been  put  on  by  Mr.  Read. 
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Q.  Or  checked  or  gone  over  by  him?  A.  Somebody  in  the 
firm  of  Vermilye  &  Company. 

Q.  Was  it  not  Mr.  Read?  A.  Why,  no,  I  cannot  say  that  it 
was,  and  I  think  that  it  was  not.  I  think  it  was  generally  done 
by  one  of  the  other  partners. 

Q.  I  find  among  the  statements  of  value  of  securities.  Pope 
Manufacturing  Company,  second  preferred  stock,  book  value, 
$47,500.  Par  value,  $250.  Market  value,  $247,500.  That  is,, 
the  market  value  is  given  at  the  rate  of  99  per  cent,  of  the  par 
value  and  equivalent  to  the  book  value.     A.  99  or  95? 

'Q.  99.     A.  Is  it  99? 

Q.  Yes.  $247,500.  Was  that  the  market  value  of  the  second 
preferred  stock  of  the  Pope  Manufacturing  Company  on  Decem- 
ber 31,  1904?    A.  It  was  the  value  to  the  company. 

Q.  Was  it  the  market  value?    A.  It  was  not. 

Q.  Was  not  the  market  value  at  that  time  about  15?  A.  It 
may  have  been.     It  was  immaterial  to  us  what  it  was. 

Q.  But  it  was  not  immaterial  to  you  that  you  state  the  market 
value  accurately  in  your  report  ?  A.  We  had  a  written  guarantee 
to  take  those  bonds  from  us  at  99  and  interest,  payable  in  the 
year  1905  and  in  the  month  of  November.  We  had  that  when 
that  statement  was  made  up.  Having  that  guarantee,  which  was 
absolutely  sure,  we  were  justified  in  placing  against  that  security 
the  price  that  we  did.  That  guarantee  has  since  been  redeemed 
and  the  price  has  been  paid  and  the  company  has  the  money. 

Q.  The  fact  that  you  had  a  guarantee  then,  you  think,  justified 
you  in  stating  in  your  report  that  you  held  securities  of  the  market 
value  of  99  per  cent,  which  was  only  in  the  market  worth  15  per 
cent,  of  the  par  value  ?  A.  Well,  we  put  down  the  value  that  the 
security  was  to  us. 

Q.  You  were  asked  to  put  down  and  make  affidavits  to  the 
value  that  the  securities  had  in  the  market?  A.  It  did  not 
occur  to  me  there  was  any  other  way  of  treating  it. 
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Q.  That  is  the  reason  you  treated  it  t^at  way  ?  A.  We  had 
a  guarantee  to  pay  us  that  money.  The  money  has  since 
been  paid. 

Q.  You  do  not  claim  that  on  December  31,  1904,  when  you 
made  this  report  that  the  s,econd  preferred  stock  of  the  Pope 
Manufacturing  Company  had  any  such  value  in  the  market, 
as  a  matter  of  fact,  apart  from  this  guaranatee  that  you  had? 
A.  I  only  profess  to  say  that  it  had  that  value  to  the  com- 
pany. 

Q.  Are  you  in  a  position  to  state  what  that  second  preferred 
stock  was  quoted  at  in  the  published  quotations  as  of  Decem-r 
ber  31,  1904?  A.  I  am  not,  and  it  was  not  a  matter  that  I 
cared   for. 

Q.  Don't  you  know  as  a  matter  of  fact  that  it  was  only  15? 
A.  I  do  not. 

Q.  Have  you  any  knowledge  on  the  subject  that  you  remem- 
ber at  all?      A.  I  have  not. 

Q.  From  whom  did  you  have  the  guarantee  which  you  men- 
tioned? A.  Can  I  state  that  to  you,  Mr.  Hughes,  and  to  the 
Committee  without  stating  it  publicly? 

Q.  Well  we  are  really  not  entitled  to  any  confidence A. 

It  is  really  a  matter  of  keeping  my  own  faith. 

THE  CHAIRMAN: 

What  is  the  question? 

MR.  HUGHES :  The  question  is  from  whom  the  guarantee 
was  obtained  which  made  the  value  of  this  stock  worth  what  it 
was  stated  under  the  head  of  market  value  ? 

THE  CHAIRMAN:  I  think  you  had  better  receive  that  pri- 
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vately,  and  if  you  think  that  it  should  go  on  the  record  it  may 
appear. 

MR.  HUGHES :  If  the  Committee  is  agreeable  you  can 
extend  the  confidence  to  yourself,  as  I  would  like  to  have  a 
partner  in  it. 

BY  MR.  ROGERS: 

Q.  In  what  form  was  the  guarantee  ?  A.  A  written  guaran- 
tee. It  has  since  been  made  good.  We  had  it  for  several 
years  before  the  maturity  of  the  guarantee. 

BY  MR.  HUGHES: 

Q.  Was  that  given  to  you  at  the  time  you  made  your  original 
investment?      A.  It  was  not. 

Q.  Was  it  given  to  you  at  the  tiine  of  the  reorganization  of 
the  company?     A.  Shortly  after  that,  as  I  remember. 

Q.  What  was  the  consideration  of  it?  A.  I  will  tell  that 
to  you  and  the  Senators. 

BY  MR  ROGERS: 

Q.  You  say  it  has  been  made  good?      A.  Yes. 
Q.  And  the  stock  has  been  taken  off  your  hands  at  the  figure 
named?      A.  Yes,  and  we  have  the  money. 

MR.  MILBURN :  They  had  a  right  to-  call  upon  certain  parties 
to  take  those  bonds  at  a  certain  figure  up  to  a  certain  time, 
which  was  November  of  this  year,  and  they  exercised  that  right 
and  called  upon  those  parties  and  were  paid  this  sum  of  money 
put  in  as  the  value. 
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MR.  ROGERS:    And  it  was  99? 

THE  WITNESS :   99  and  interest. 

MR.  HUGHES :  Well,  the  circumstances  attending  this  in- 
vestment are  subjects  which  I  think  are  of  proper  inquiry,  and 
in  the  mattter  of  the  guarantee  appears^to  be  simply  an  in- 
cident to  an  ordinary  business  transaction  which  does  not  re- 
quire further  consideration,  why  of  course  it  need  not  be 
spread  upon  the  record. 

MR.  ROGERS:  Let  me  ask  when  this  guarantee  was  made 
good  if  you  can  state. 

THE  WITNESS :  It  was  made  good,  I  think,  in  the  month 
of  October,   1905. 

MR.  ROGERS:   At  the  time  the  investigation  began?        , 

MR.  FISKE:  It  was  due,  in  November,  and  they  took  it  up  a 
.  few  days  before. 

BY  MR.  HUGHES:  ^" 

r 

Q.  I  a«ked  you  what  was  the  consideration  for  the  giving 
of  that  guarantee;  what  was  the  inducement?  A.  I  told  you 
I  would  tell  you. 

Q.  Oh,  that  is  the  matter  that  you  did  not  want  to  speak 
of  publicly  at  the  moment?  A.  Yes.  You  will  see  the  reason, 
Mr.  Hughes,  as  soon  as  I  explain  the  thing  to  you. 

MR.  MILBURN :  I  will  state  the  whole  thing  to  you  or  the 
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Committee.      I  know  the  transection,  and  then  you  can  de- 
termine what  you  want  to  bring  out. 

MR.  HUGHES :  Very  well.     We  will  suspend  at  this  point, 
if  you  like. 

THE  CHAIRMAN:  The  Committee  will  stand  adjourned 
until  10.30  o'clock  to-morrow  morning. 

(Adjourned  to  Friday,  November  10,  1905,  at  10.30  A.  M.) 
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City  Hall^  New  York  City. 

November  lo,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator 
Armstrong  in  the  chair. 

WILLIAM  BARNES,  Sr.,  being  duly  sworn  by  the  Chair- 
man, testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Barnes 

THE  WITNESS:  Mr.  Counsel  and  Mr.  President  I  will 
go  on  and  make  a  statement  or  I  will  be  interrogated  in  the 
beginning,  or  after  I  make  my  statement  be  interrog'ated  and 
answer  any  questions  of  the  Counsel  or  Chairman,  whichever 
way  you  think  best. 

MR.  HUGHES :  It  is  proper  to  say  that  Mr.  Barnes  appears 
here  at  his  request,  having  written  to  the  Committee  from 
Nantucket  that  he  have  an  opportunity  to  be  examined.  You 
will  have  an  opportunity,  Mr.  Barnes,  later  to  make  any  state- 
ment that  you  desire,  if  you  will  permit  me  to  ask  you  a  few 
questions  which  will  elicit  the  facts  I  think  probably  it  will 
come  out  in  a  more  orderly  way. 

Q.  You  are  an  attorney  at  law,  Mr.  Barnes?     A.  I  am. 
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Q.  And  for  how  many  years  have  you  been  attorney?  A. 
I  commenced  studying  law  in  May,  i860,  was  admitted  under 
the  old  system  seven  years'  clerkship  and  three  years'  practice  as 
an  attorney  in  1846. 

Q.  You  were  at  one  time  Superintendent  of  Insurance  of  this 
State?  A.  Superintendent  from  January,  i860,  to  January, 
1870. 

Q.  Now,  will  you  please  state  what  connection  you  have  had 
with  insurance  companies  in  this  State  as  attorney  or  rep- 
resenting them  in  any  way?  A.  Well,  I  have  had  no  special 
connection  with  life  insurance  companies  after  I  left  the  de- 
partment until  three  or  four  years  ago.  I  have  been  con- 
nected more  or  less  with  other  companies  in  other  states. 

Q.  Well,  so  far  as  the  companies  doing  business  in  the 
State  of  New  York  is  concerned,  what  has  been  your  relation 
to  them  ?  A.  Nothing  except  the  preparation  of  two  or  three 
books  by  order  of  the  Legislature — nothing  directly  with  the 
companies. 

Q.  You  have  had  retainers,  have  you  not?  A. — Except  I 
had  a  retainer  from  the  Equitable  Company  for  a  single  year. 

Q.  I  have  here  a  number  of  vouchers  or  receipts  from  the 
Equitable  Life  Assurance  Society  and  I  will  ask  if  those  are  your 
signatures  (handing  witness  paper)  ?  A.  Those  are  all  my  hand- 
writing and  my  signatures.  I  have  not  taken  the  trouble  to  read 
them  but  I  see  it  is  my  handwriting. 

O.  And  you  received  the  moneys  covered  by  them?  A. 
Yes. 

MR.  HUGHES :  I  offer  these  in  evidence  and  will  note  them 
upon  the  record  as  Exhibits  Nos.  341,  342,  343,  344. 

Q.  In  all  cases  the  payment  is  stated  to  be  for  retainer  and 
professional  services.     Will  you  please  state  what  the  services 
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were  which  you  rendered  to  the  Equitable  Company  for  the 
moneys  received  ?  Of  course  I  mean  briefly ;  I  do  not  mean  in 
extenso?  A.  I  have  a  memorandum  here  but  I  do  not  put 
my  hand  on  it  this  minute. 

Q.  Is  this  it  underneath  here  (indicating)  ?  A.  No.  I  will 
probably  find  the  memorandum  afterwards. 

O.  Well,  in  a  general  way  what  was  the  nature  of  the  ser- 
vices? A.  I  gave  an  opinion  and  a  recommendation  to  the 
associated  companies,  the  Mutual  and  the  New  York  were 
associated  in  my  retainer  with  the  Equitable  recommending 
a  plan  for  insuring  the  laborers  and  workmen  in  the  large 
industrial  establishments  employing  several  thousand  men,  by 
paying  the  premiums,  paid  by  the  proprietors,  after  condition 
after  they  had  served  a  certain  time — a  year  I  think  it  was,  and 
was,  and  to  continue  for  the  insurance  of  a  certain  amount  to 
continue  unless  they  engaged  in  a  strike. 

O.  When  was  that?      A.  It  was  along  in  1891. 

Q.  igor  wasn't  it?  A.  1901.  Several  strikes  were  going 
on  at  the  time.  I  also  proposed  a  plan  of  perpetual  annuities, 
negotiable,  passing  from  hand  to  hand  in  a  certain  sense  as  a 
sort  of  currency,  similar  to  the  government  annuities,  issued  by 
the  British  Government — somewhat  similar  to  that. 

Q.  When  was  that?  A.  I  cannot  give  you  the  exact  date 
without  finding  the  papers.  It  was  since  the  retainer.  And 
I  also  proposed  a  plan  for  increasing  the  issue  of  ordinary 
annuities  somewhat  similar  to  the  plan  of  the  French  Govern- 
ment, practiced  in  France,  where  annuities  are  more  popular 
even  than  life  insurance,  or  have  been.  I  also  proposed  the 
issuing  of  a  pamphlet  by  life  insurance  companies  somewhat 
similsLr  to  the  one  which  I  issued  When  I  was  the  consulting 
counsel  of  the  Life  Association  of  America,  embracing  the 
general  statistics  of  all  the  life  insurance  in  the  world  as  com- 
pared with  those  three  companies. 
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Q.  Were  those  plans  that  you  have  mentioned  or  any  of 
them  adopted  by  the  companies?  A.  Some  of  them  were 
favored  by  part  of  the  companies,  and  some  of  them  were 
not.  I  also  proposed  the  issuing  of  a  first  and  ^second  prize' 
for  the  best  essay  open  to  the  whole  world  on  longevity  and 
the  preservation  of  good  health,  to  be  issued  to  all  policy- 
holders of  the  company  and  free  to  the  whole  world  to  take 
copies  if  they  choosed.  Some  of  the  officers  were  somewhat 
favorable  to  this  and  some  of  them  supposed  the  essays  that 
were  already  issued  were  sufficient.  Also  in  the  case  of  the 
Equitable  I  wrote  several  opinions  to  the  president  and  vice- 
president,  several  recommendations  in  favor  of  mutual  life 
in  that  company  as  provided  in  its  original  charter. 

Q.  That  was  last  winter.  A.  By  the  original  founders  of  the 
company,  William  Alexander  and  Menry  B.  Hyde.  You  will 
find  the  details  of  my  reasons  in  an  article  which  I  have  here 
published  in  the  Evening  Post,  September  14,  1905.  Of  course 
I  won't  go  into  the  reasons  for -that;  I  don't  suppose  you  desire 
them  at  the  present  time. 

Q.  I  understand  that  the  association  of  companies  in  your 
retainer  account  for  the  odd  amount  of  $666  paid  by  the  Equi- 
table; that  was  one-third?    A.  That  was  a  third.     It  does. 

Q.  So  that  there  was  an  arrangement  made  by  which  you 
should  receive  from  the  three  companies  $2,000  a  year?  A. 
As  a  retaining  fee  and  for  services  that  I  might  perform  dur- 
ing the  time.  That  came  around  in  this  way.  When  the 
modern  scheme  of  taxing  the  premiums  of  life  insurance  to 
which  I  was  very  strongly  opposed,  I  wrote  to  one  of  these 
men,  Mr.  Alexander,  stating  my  opinions  on  that  subject. 
During  my  administration  of  ten  years  the  life  insurance  com- 
panies were  charged  nothing,  no  tax — and  I  believe  now  that  it 
is  the  state  policy  and  the  policy  of  economy  that  that  should 
be  one  of  the  reforms  recommended  by  this  Committee — was 
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to  abolish  all  taxation  of  any  kind  on  |ife  insurance  and  on 
savings  banks.  Of  course  I  won't  go  into  the  reasons  for  that, 
for  I  do  not  suppose  you  want  that  now ;  but  when  I  gaye  that 
opinion  to  Mr.  Alexander,  within  two  or  three  months  after- 
wards he  wrote  me  whether  I  would  accept  a  retainer  from 
the  three_  companies,  performing  such  services  as  they  might 
direct  or  I  might  suggest  during  that  time.  I  accepted  the 
retainer. 

Q.  That  was  about  1901  ?      A.  Exactly  1901,  in  May. 

Q.  Prior  to  that  you  had  not  been  under  the  retainer  of  any 
of  them?      A.  I  had  not. 

Q.  Now  I  shpw  you  a  pymber  of  youchers  of  the  Mutual  Life 
Insurance  Company  of  New  York  dated  June  29,  1901,  June 
30,  1902,  July  I,  1904,  for  $666  each.  Those  were  in  payment 
for  services  rendered  under  this  retainer?  A.  For  retainer  and 
services  rendered.  They  were  from  the  three  companies  as  I 
stated  before. 

Q.  I  understand  these  correspond  to  the  amounts  paid 
by  the  other  companies.  IJere  is  a  voucher  dated  September 
I,  1905,  which  was  put  in  evidence  on  Mr.  McCurdy's  ex- 
amination, for  $1,000  on  a  bill  rendered.  Was  that  under 
the  same  general  retainer  and  arrangement  or  under  a  dififerent 
one  ?  A.  It  was  not  under  any  dififerent  retainer ;  it  was  under 
special  order  and  request. 

Q.  I  notice  the  amount  was  dififerent — the  amount  seems 
to  be  dififerent.  A.  A  retainer  does  not  include  services,  as  you 
know  as  a  lawyer.  A  retainer  is  a  retainer  and  services  are 
to  be  charged  for  at  a  reasonable  sum,  performed  tjnder  it. 

Q.  Did  you  receive  any  additional  amounts  from  these  com- 
panies, that  is,  amounts  in  addition  to  the  $2,000  a  year  dur- 
ing the  year A.  I  did  not. 

Q.  So  that  down  to  this  year  you  got  nothing  in  addition  to 
the  retainer?      A.  Nothing. 
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Q.  You  performed  the  services  during  those  years  from 
1901  under  the  retainer  without  additional  compensation  ?  A. 
Yes,  sir. 

Q.  But  this  year  there  was  additional  compensation  for  the 
services  rendered  to  the  Mutual?  A.  Special  service  on  special 
request. 

Q.  That  special  service  was  what?  A.  If  I  go  into  that, 
Mr.  Hughes,  I  should  like  to  take  a  little  time  to  explain  the 
circumstances  and  I  will  do  it  now  or  I  will  do  it  subse- 
quently. 

Q.  That  is  a  matter  as  to  which  you  wish  to  make  a  state- 
ment?     A.  Yes. 

Q.  Assuming  you  will  make  it  as  condensed  as  possible,  I 
would  be  very  glad  to  have  you  state  what  you  did  in  regard 
to  it.  A.  Mr.  Hamilton  along  in  January  consulted  me  as  attorney 
representing  the  New  York  Life  and  to  a  certain  extent  the 
other  companies,  as  to  whether  I  would  make  an  argument 
before  the  Senate  Committee  on  Codes,  and  the  Senate  Com- 
mittee on  Insurance  in  reference  to  the  repeal  of  Section  56 
of  the  General  Insurance  Law.  I  was  not  in  very  good  health 
at  the  time  and  had  other  matters  of  importance  on  hand, 
my  own  personal  matters,  and  I  hesitated  about  it.  He  con- 
sulted the  companies  and  they  desired  I  should  make  the 
argument.  I  considered  it  my  duty  to  make  the  argument 
under  my  retainer  and  under  my  convictions  that  the  repeal 
of  that  section  was  a  perfect  outrage  upon  the  life  insurance 
interests  of  the  country  and  the  interests  of  the  policyholders 
and  people.  I  will  have  something  to  say  upon  that  when 
I  mak^  my  statement.  The  assumption  that  the  policyholders 
desired  the  repeal  of  that  law  is  utterly  untrue.  The  assumption 
that  the  repeal  of  that  law  was  in  the  interest  of  reform  is 
precisely  the  opposite  of  the  truth.     The    passage    of    the    law 
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was  the  reform  which  prevented  the  commencing  of  blackmail 
suits  by  any  man  who  had  a  hundred  dollar  policy  against 
any  company  with  three  or  four  hundred  millions  of  dollars, 
and  also  the  appointment  of  a  receiver,  and  putting  the  com- 
panies into  the  hands  of  a  receiver  by  lawyers  who  through 
receivership  might  make  hundreds  of  thousands  of  dollars 
of  fees,  and  have  the  receivership  abolished  in  two  or  three 
months. 

Q.  Before  you  go  into  that  won't  you  state  what  your  service 
was,  so  as  to  get  that  by  itself?  A.  It  was  the  preparing  of  an 
oral  argument  which  I  made  before  the  Code  Committee,  con- 
sisting of  lawyers,  by  the  way,  in  the  Senate,  and  consequently 
these  bills  were  urged  especially  by  Senator  Brackett,  and  more 
in  reference  to  a  particular  case  he  had  on,  in  which  Mary  S. 
Young  was  the  plaintiff,  and  she  was  the  sole  policyholder  that 
I  know  of  that  urg'ed  the  passage  of  the  repeal  of  Section  56. 
I  made  the  argument  and  Senator  Brackett,  or  someone  in  his 
behalf,  instituted  another  bill  that  was  referred  to  the  Insur- 
ance Committee,  to  repeal  absolutely  this  Section  56.  On  that 
occasion  I  prepared  a  further  argument  by  which  I  proposed  to 
add  a  copy  as  a  schedule  to  my  testimony  in  which  I  demonstrated 
in  connection  with  other  lawyers,  Mr.  Short  for  the  Mutual  Life, 
to  the  perfect  satisfaction  of  the  Insurance  Committee  apparently 
that  that  section  should  be  retained  as  one  of  the  bulwarks  of  the 
policyholders  of  the  life  insurance  companies  of  the  State  of  New 
York.  Mr.  Short  said  it  had  been  in  litigation  even  in  Australia 
in  an  English  court,  and  that  the  English  court  had  sustained 
that  Section  56,  as  judicious  and  a  proper  one.  The  policyholder 
in  Australia  proposed  to  haul  over  all  the  accounts  of  the  Mutual 
Life  Insurance  Company  and  have  an  Australian  court  settle 
what  would  be  justice  in  reference  to  a  declaration  of  dividends. 
I  will  cite  the  opinion  of  Judge  Ketcham  of  the  Court  of  Appeals, 
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Judge  John  Clinton  Gray,  one  of  the  most  conservative  judges  in 
the  Court  of  Appegils 

Q.  We  are  familiar  with  those    decisions A.  But    the 

public  are  not.  The  public  are  familiar  with  the  statements  pub- 
lished in  reference  to  myself  and  the  companies,  but  are  not 
familiar  with  these  decisions  of  Judge  Ketcham  and  Judge  Gray 
and  Judge  Martin,  declaring  that  this  section  was  necessary  and 
that  the  commencement  of  these  suits  was  a  public  nuisance  and 
facilitated  the  levying  of  blackmail  against  the  companies  by 
fictitious  suits. 

Q.  Will  you  just  state  what  you  did,  without  argument,  on  the 
matter  of  the  bills  at  present?  A.  I  prepared  this  printed  argu- 
ment, of  which  I  have  a  copy  here,  and  of  course  I  had  an  oral 
argument. 

Q.  Did  you  appear  before  the  Senate  Committee  as  representing 
the  insurance  companies  ?  A.  I  appeared  before  the  Senate  Com- 
mittee as  representing — the  brief  is  signed  by  Andrew  Hamil- 
ton's name  as  attorney,  and  mine  as  counsel  for  the  New  York 
Life.  I  prepared  a  printed  point,  and  sent  proofs  of  theni,  and 
submitted  them  to  Judge  Hamilton,  and  he  was  out  of  town,  and 
it  was  necessary  for  me  to  close  up  the  points  immediately,  and 
I  am  alone  responsible  for  the  points  as  they  appear  in  print,  and 
I  am  glad  that  I  am  responsible  for  them. 

Q.  In  that  you  were  representing  the  three  companies?  A. 
The  three  companies. 

Q.  And  this  voucher  that  I  have  shown  you  of  a  thousand  dol- 
lars from  the  Mutual  was  for  that?    A.  It  was. 

Q.  Their  share?  A.  It  was.  There  was  no  sum  fixed.  I 
think  it  was  a  very  moderate  charge. 

Q.  Was  that  inclusive  of  the  retaining  fee?  A.  There  was 
no  retaining  fee  paid  that  year.  There  was  only  $i,ooo  paid  for 
those  services. 
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Q.  Were  you  paid  by  the  New  York  Life  and  the  Equitable? 
A.  No,  the  Equitable  did  not  pay  me. 

Q.  And  you  were  simply A.  The  Equitable  was  in  too 

much  trouble  themselves,  taking  care  of  their  own  matters,  and 
too  much  irritated  by  the  opinion  I  had  given  that  the  officers 
and  directors  of  that  company  should  mutualize  themselves  imme- 
diately as  provided  by  the  original  charter.  The  stockholders 
wanted  to  pocket  the  whole  power  in  that  company,  which  they 
hold  to  this  day,  one-man  power,  except  they  changed  the  name  of 
the  man  from  James  HazenHyde  to  Ryan,  that  is  the  only  change 
made,  and  the  policyholders  have  no  power  in  it,  no  practical 
power.  Under  this  provision  of  the  charter  the  policyholders 
had  all  the  power  and  could  elect  the  whole  fifty-two  directors 
by  appearing  in  person,  policyholders  over  $5,000,  and  electing 
their  own  board  of  directors. 

Q.  You  then  appeared  on  this  matter  of  the  repeal  of  Section 
56  for  the  New  York  Life  and  the  Mutual  ?  A.  And  the  Equita- 
ble also. 

Q.  But  not  under  any  special  arrangement  with  the  Equitable? 
A.  Not  under  any  special  arrangement  with  the  Equitable  except 
through  Judge  Hamilton.  Now,  Judge  Hamilton  had  authority^ 
as  I  understood,  to  act  for  the  three  companies.  1 

Q.  Did  Judge  Hamilton  pay  you  for  your  services  to  the  New 
York  Life  ?    A.  By  check  of  the  New  York  Life. 

Q.  That  is  the  regular  check  of  $666?  A.  No,  that  was  not 
paid  at  all  this  last  year. 

Q.  What  did  they  pay?  A.  The  thousand  dollars  for  the 
New  York  Life  for  the  argument  on  these  bills  in  the  Legisla- 
ture. 

Q.  Have  you  appeared  for  the  insurance  companies  in  regard 
to  any  other  matters  of  legislation?     A.  I  have  not. 

Q.  It  is  the  only  thing  for  any  of  them  ?    A.  Yes,  sir. 

Q.  You  spoke  a_  little  while  ago  of  a  plan  of  insuring  working- 
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men,  as  I  understood  it,  in  large  industrial  businesses?     A.  Yes. 

Q.  Did  you  have  under  your  consideration  the  provision  of 
Section  55  of  the  Insurance  Law,  that  no  policy  or  agreement  for 
insurance  shall  be  issued  upon  the  health  or  life  of  another  or 
ag'ainst  loss  by  disablement  by  accident,  except  upon  the  appli- 
cation of  the  person  insured,  or  except  that  an  employer  may 
take  out  a  policy  of  accident  insurance  covering  his  employees 
collectively  for  the  benefit  of  such  as  may  be  injured.  Was  that 
at  all  involved  in  your  plan?  A.  That  had  nothing  to  do  with 
that  kind  of  insurance.  It  was  simple  life  insurance  and  not 
accident  or  disablement  or  anything  of  the  kind.  It  was  a  mere 
proposal 

Q.  Was  it  to  be  taken  by  the  persons  themselves  or  by  em- 
ployers on  their  behalf?  A.  Taken  by  employers  for  the  benefit 
of  the  employee. 

Q.  Did  you  understand  that  Section  55  of  the  Insurance  Law 
prohibited  any  such  insurance  except  that  an  employer  might  take 
out  accident  insurance?  A.  I  do  not  understand  it  so.  I  under- 
stand that  anybody  who  has  an  interest  in  the  life  of  another 
can  insure  it,  and  if  it  had  been  necessary  to  have  an  amendment 
to  the  Act  of  Legislature  to  allow  it,  it  would  have  been  worth 
while  to  obtain  it. 

Q.  The  object  of  my  question  was  to  find  whether  such  an 
amendment  was  in  contemplation?  A.  We  had  not  reached  as 
far  as  that,  because  Mr.  McClintock,  the  learned  and 
distinguished  actuary  of  the  Mutual  Life,  thought  that  they  could 
not  with  safety  grant  such  a  policy  as  that  without  medical  ex- 
amination. My  proposal  was  to  take  them  en  bloc,  take  the 
whole  number  of  employees.  I  considered  as  a  consulting  ac- 
tuary, and  also  an  insurance  superintendent,  that  it  was  e,ntirely 
safe  to  issue  a  policy  upon  5,000  lives  or  so,  just  as  they  stood, 
at  the  ordinary  rates  of  premium,  that  the  risk  was  only  that  of 
an  ordinary  mortality  on  the  average. 
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Q.  You  understood  that  Section  56  of  the  Insurance  Law  pro- 
hibited an  action  by  a  policyholder  for  an  accounting  under  his 
policy  except  upon  at  the  application  of  the  Attorney  General 
or  after  his  approval  of  a  request  in  writing  therefor  of  the  Super- 
intendent of  Insurance?  A.  I  certainly  understood,  that  is  the 
plain  reading  of  the  section,  although  my  learned  friend.  Senator 
Brackett,  tried  to  make  believe  that  the  proposition  to  repeal  that 
section  was  in  order  to  enable  anybody  to  bring  an  action,  which 
they  can  do  anyway,  except  they  cannot  bring  an  action  for  the 
dissolution  of  the  company  and  for  an  accounting  of  the  whole 
business. 

Q.  Can  they  bring  an  action  for  an  accounting  without  asking 
for  a  dissolution?  A.  They  cannot.  It  has  been  expressly  so 
decided  by  the  Court  of  Appeals.  And  in  this  argument — ex- 
cuse me,  you  must  give  me  half  a  chance 

Q.  I  will  be  glad  to  give  you  more  than  half.  A.  In  this  argu- 
ment before  the  Court  of  Appeals  I  had  a  specimen  volume  of  the 
policy  register  of  the  Equitable  before  me  and  before  the  Com- 
mittee, and  I  showed  to  them  that  this  large  folio  volume,  all 
covered  with  the  policies  of  the  company,  600,000  in  number — I 
only  use  round  figures — it  took  125  volumes  of  that  to  contain  the 
schedule  of  policies  of  the  Equitable  alone,  and  that  every  single 
one  of  those  policies  had  got  to  be  valued  seriatim,  and  to  show 
the  amount  of  labor  required,  if  a  man  with  a  hundred-dollar 
policy  and  with  a  lawyer  who  had  no  business,  chose  to  bring 
an  action  of  that  kind,  the  trouble  he  could  make  for  the  com- 
pany. 

Q.  So  you  based  your  opposition  to  the  repeal  on  the  incon- 
venience of  having  suits  for  accountings  which  involves  such  a 
multiplicity  of  detail?     A.  Only  as  a  minor  consideration. 

Q.  But  that  was  involved?  A.  That  was  involved  as  a  part 
of  the  reason,  not  the  main  reason. 

Q.  Now,  eliminating  the. matter  of  inconvenience  due  to  the 
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multiplicity  of  matters  which  would  have  to  be  examined,  what 
was  the  other  consideration?  A.  The  other  considefitions  were 
that  a  life  insurance  coitipahy  is  a  creature  of  the  State,  an  Arti- 
ficial corporation  in  which  the  interests  of  hundreds  of  thousands 
of  policyholders  is  invested,  and  to  repeal  that  charter 

Q.  That  law?  A.  The  repeal  of  that  chai-ter  shoiild  be  in- 
itiated by  the  State  authorities  that  granted  it.  I  recollect  that 
when  I  was  siiperihtendeht  that  one  of  the  three  judges  who  were 
turned  out  of  office  in  1873,  it  was  reported — I  cannot  vouch  for 
its  truth  except  by  way  of  repoi-t — that  he,  or  a  friend  of  his,  car- 
ried around  in  his  pocket  a  temporary  injunction  and  appoint- 
ment of  a  receiver  for  that  company  for  weeks,  threatening  the 
Mutual  Life  at  that  time  to  put  it  in  the  hands  of  a  receiver. 
Fortunately  that  judge  was  put  where  he  could  not  issue  any  in- 
junction or  receiverships.  That  is  the  main  reason.  It  is  to 
prevent  these  companies  from  being  bothered  by  such  litigation 
as  that,  which  would  keep  them  constantly  bothered,  and  they 
might  be  tempted,  as  Mr.  McCurdy  was  in  the  Milwaukee  case 
of  Burke,  to  pay  $25,000  to  have  the  suit  vacated.  I  only  refer 
you  to  that — I  cannot  use  as  strong  language  as  was  used  by 
Judge  Peckham  or  Judge  Gray  or  Judge  Martin  upon  that  sub- 
ject. That  was  the  ground  that  I — I  cannot  use  the  argument 
that  Senator  Brackett  used,  where  he  said  he  wanted  it  so  that 
the  most  drunken,  blear-eyed  colored  man  or  waiter  could  com- 
mence suit  to  vacate  the  charters  of  these  companies  and  appoint 
a  receiver. 

Q.  You  seem  to  make  your  opposition  strongly  upon  the  in- 
advisability  of  allowing  a  policyholder  without  the  consent  of 

the  Attorney  General  to  bring  suit  to  dissolve  the  company 

A.  And  appoint  a  receiver. 

Q.  And  appoint  a  receiver.     A.  Or,  ask  for  an  accounting 

Q.  Pardon  me.  Now,  don't  you  understand  Section  56  goes 
far  beyond  prohibiting  an  action  by  a  "policyholder  to  dissolve  the 
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company  of  appoint  a  receiver,  and  prohibits  any  action  by  a 
policyholdef-  for  an  accounting  under  his  policy?  A.  I  do  not. 
So  far  as  an  accounting  under  his  policy  is  concerned,  if  there 
has  been  any  accounting ,  the  amount  has  been  fixed  that  he  is 
entitled  to.  But  it  does  prohibit  it  if  it  requires  a  whole  account- 
ing of  the  whole  assets,  of  four  hundred  millions  of  dollars,  and 
the  valuation  of  these  six  hundred  thousand  policies,  to  get  at 
whether  he  is  g'oing  to  have  five  dollars  or  ten  dollars.  The 
courts  have  decided  that  they  do  not  want  to  assume  the  onus  of 
declaring  the  amount  of  dividends  to  policyholders,  and  that  that 
power  is  best  left  in  the  hands  of  the  president  and  Board  of 
Directors,  who  are  entirely  familiar  with  the  circumstances,  and 
as  long  as  they  act  in  good  faith  and  in  their  discretion,  that  that 
shall  be  the  final  decision  as  to  the  amount  of  dividends,  instead 
of  overhauling  it  in  every  court  of  the  country,  in  the  forty 
States  of  the  Union,  which  would  render  things  in  such  a  con- 
fused condition  that  it  would  be  impossible  to  do  business,  and 
they  might  as  well  apply  for  a  receiver  themselves. 

Q.  You  understood  that  the  decision  of  the  Court  of  Appeals 
in  tbe  cases  to  which  you  refer  were  predicated  upon  the  pro- 
visions of  the  policies  there  under  consideration?  A.  Not  speci- 
ally.    I  do  not  get  at  your  idea  precisely. 

Q.  Don't  you  know  it  was  a  matter  of  a  contract  upon  the 
part  of  the  policyholder  that  he  should  accept  the  division  allowed 
him  by  the  company?  A.  I  don't  think  there  is  any  such  pro- 
vision in  the  general  policies  of  the  large  companies.  I  am  not 
sure. 

Q.  Well,  apart  from  any  provision  of  that  sort,  and  assuming 
that  there  is  no  objection  as  a  matter  of  contract  to  an  action  for 
an  accounting  by  a  policyholder,  do  you  see  any  reason  why  a 
policyholder  should  not  be  entitled  to  bring  a  company  into  the 
courts  of  justice  to  find  out  what  is  right?  A.  It  is  not  necessary 
to  do  that.     All  he  has  to  do  is  to  read  his  policy  and  go  to  his 
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lawyer  and  see  what  his  rights  are.  His  rights  are  to  have  his 
pohcy  paid  at  maturity,  and  his  main  right  is  to  have  his  poHcy 
paid  at  maturity.  It  is  not  when  he  will  get  five  dollars  dividend 
or  ten  dollars  dividend,  according  to  the  mortality  or  other  cir- 
cumstances. That  is  only  incidental,  the  amount  of  the  dividend. 
The  main  issue  is  whether  his  policy  will  be  paid  at  maturity 
and  whether  these  men  have  enough  in  their  pockets  to  pay  up 
the  policy  when  it  does  mature. 

Q.  If  the  insurance  company  agrees  to  pay  a  man  a  certain 
part  of  its  profits,  and  there  is  no  provision  in  the  contract  which 
deprives  him  of  an  accounting,  do  you  know  any  reason  why  the 
statute  should  prohibit  him  from  going  into  the  courts  of  justice 
and  finding  out  whether  the  company  is  giving  him  what  he  is 
entitled  to?    A.  I  do. 

Q.  Will  you  please  state  what  it  is?  A.  I  do.  As  I  stated 
before,  before  the  passage  of  Section  56  of  the  Insurance  Law, 
it  was  already  decided  by  Judge  Peckham  and  others  that  a  policy- 
holder could  not  go  into  court,  and  it  was  decided  so  by  even 
this  Australian  court,  and  overhauled  all  the  assets  and  liabilities 
of  the  companies  in  order  to  settle  the  amount  of  dividends  he 
was  to  have ;  that  that  matter — the  discretion  of  deciding  of  how 
much  dividend  could  properly  be  made — must  be  rested  some- 
where, and  where  should  it  be  rested?  The  court  said,  should 
be  rested  in  the  president  and  Board  of  Directors,  as  the  men 
with  more  knowledge  and  more  competence  to  pass  upon  the 
question  than  anybody  else.  Now,  as  an  insurance  man  and 
a  lawyer,  it  is  necessary  for  any  life  insurance  company,  if  pos- 
sible, to  maintain  an  extra  reserve  beyond  their  liabilities,  be- 
cause if  a  company  is  short  a  certain  amount,  the  Superintendent 
or  the  Attorney  General  may  apply  for  a  receiver  on  the  ground 
of  insolvency,  although  it  is  a  peculiar  feature  of  life  insurance 
that  a  company  may  be  actually  insolvent  to-day  to  the  extent 
of  one  million  of  dollars,  and  in  a  year  or  two  make  it  all  up. 
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But  before  going  back  to  that,  the  condition  is  this,  you  must 
reserve  in  the  first  place  the  net  present  value  of  the  policies  upon 
the  valuation  table,  the  first  of  which  I  prepared  myself  under 
my  administration.  None  was  required  before  that.  And  in 
the  next  place,  the  ordinary  matured  deaths,  and  contested  claims, 
if  any,  and  in  addition  to  that  they  must  have  an  extra  reserve 
to  provide  for  contingencies.  The  amount  of  that  reserve  should 
be  placed  as  the  courts  say,  and  as  a  matter  of  fact  and  a  matter 
of  theory  and  actuarial  experience  and  knowledge,  in  England 
and  this  country,  and  of  all  the  authorities  on  the  subject  of  life 
insurance — ^there  must  be  an  extra  reserve  in  order  to  meet  con- 
tingencies. The  amount  of  that  must  rest  somewhere,  as  I  have 
said  before,  and  the  courts  and  authorities  say  it  should  rest 
with  the  Board  of  Directors  and  the  president,  if  they  act  in 
good  faith  and  to  the  best  of  their  judgment.  If  they  act  in 
bad  faith,  the  court  will  review  it.  Even  now,  if  any  bad  faith 
is  proved. 

Q.  Do  you  think  that  the  court  can  review  it  now,  at  the  action 
of  a  policyholder  without  the  consent  of  the  Attorney  General? 
A.  Yes,  if  they  can  prove  bad  faith. 

Q.  What  is  there  in  Section  56  which  makes  an  exception  in 
case  the  policyholders  seek  to  prove  bad  faith  ?  There  is  nothing 
there  about  that.  It  says  no  action  for  an  accounting  shall  be 
brought.  A.  Well,  that  may  be,  that  they  cannot  bring  it  now, 
without  that,  but  that  was  the  decision  of  the  court  prior  to  the 
passage  of  Section  56,  which  would  cover  bad  faith. 

O.  Your  point  is,  that  in  view  of  the  complexity  of  the  ques- 
tions to  be  decided,  in  order  that  the  company  should  be  prop- 
erly protected  in  maintaining  its  reserve,  that  these  matters  should 
be  left  to  the  discretion  of  the  Board  of  Directors  and  the  officers 
of  the  company  without  any  opportunity  on  the  part  of  the  court 
to  review  them  and  decide  whether  the  company's  action  is  proper. 
A.  As  Judge  Peckham  said  in  this  decision,  he  said  probably  every 
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policyholder  in  the  company  would  not  commence  such  an  action 
as  that,  but  at  least  they  could  commence  a  score  of  them  in  every 
county  of  this  State  and  every  State  in  the  Union.  That  would 
make  a  beautiful  hodge-podge  for  our  companies  that  have 
reached  the  success  that  they  have  to  the  honor  of  the  State  and 
made  the  American  name  known  all  over  the  world,  and  who 
have  an  abundance  to  meet  every  liability,  and  who  are  subjected 
to  this  semi-annual  crusade,  not  so  much  by  the  learned  counsel 
and  by  this  Committee  as  by  our  friends  here  (indicating  news- 
paper reporters)  who  send  colored  reports  from  Maine  to  Texas 
and  from  the  Great  Lakes  to  the  Gulf  of  Mexico  to  create  an 
excitement  upon  this  subject  of  insurance,  when  an  insurance 
company's  reputation  is  like  a  woman's,  you  cannot  assail  it 
whether  it  is  true  or  not,  without  having  the  stain  last,  perhaps 
for  a  generation,  and  that  is  where  we  are  placed  to-day,  unneces- 
sarily, in  part,  I  claim. 

Q.  The  point  that  you  make,  I  understand,  is  that  this  section 
of  the  statute  is  necessary  to  protect  companies  and  policyholders 
from  improper  suits,  from  blackmailing  suits?  A.  Not  en- 
tirely. 

Q.  Well,  in  part?  A.  The  suit  may  not  entirely  be  a  black- 
mailing suit. 

Q.  So  far  as  it  is  a  blackmailing  suit A.  There  may  be 

a  great  many  policyholders  that  are  so  unintelligent  on  this  sub- 
ject as  to  commence  a  suit  in  good  faith. 

Q.  Whether  a  plaintiff  has  a  cause  of  action  or  not  and  whether 
he  brings  his  action  in  good  faith,  our  courts  of  justice  are  sup- 
posed to  be  instituted  for  the  very  purpose  of  trying  them  out, 
and  determining  whether  the  plaintiff  should  or  should  not  suc- 
ceed. Is  there  any  reason  why  that  should  not  apply  to  policy- 
holders as  to  other  members  of  the  community  in  relation  to 
other  business  affairs?     A.  That  has  been  already  decided,  and 
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they  have  a  right  to  commence  an  action,  except  these  actions 
for  the  appointment  of  a  receiver  and  the  practical  dissolution 
of  the  company.  That  is  a  State  function.  We  do  not  want  to 
have  every  policyholder  turn  himself  into  an  Attorney  General  or 
into  the  Superintendent  of  Insurance  and  have  him  say  "Here,  I 
have  a  hundred  dollar  policy  in  the  Mutual  Life.  I  want  a  re- 
ceiver. I  will  go  to  my  friend  whom  I  have  on  the  bench  in  New 
York  and  get  a  temporary  receiver  and  he  will  have  an  order  to 
show  cause  a  month  ahead,  or  three  months  ahead,  why  this  com- 
pany should  not  be  put  into  the  hands  of  a  receiver,"  and  a  thou- 
sand such  suits  might  be  commenced  at  one  time. 

Q.  We  have  passed  that  point,  and  were  speaking  simply 
of  the  prevention  of  a  suit,  not  to  have  a  receiver  appointed  but 
to  have  an  accounting  to  see  if  he  w,as  getting  what  he  was  enti- 
tled to.  I  think  you  have  said  all  you  desire  on  that  point.  A.  I 
have  not  had  the  floor,  to  take  the  initiative,  and  I  have  some- 
thing more  to  say  about  it  when  I  have  an  opportunity  to  make 
a  statement. 

Q.  Please  state  what  you  desire  to  say  on  that.  A.  I  hold  in 
my  hand  a  statement  which  I  prepared  as  Superintendent  in  i860 
for  life  insurance  companies,  which  amounts  almost  to  a  perfect 
accounting  of  the  company  itself.  And  if  we  had  our  railroad 
companies  and  mining  companies  and  miscellaneous  corpora,tions 
file  a  statement  like  that  millions  would  have  been  saved  to  the 
people  of  this  State.  And  the  reason  why  New  York  life  in- 
surance companies  have  .travelled  the  world  and  travelled  every 
State  of  the  Union  is  that  they  have  such  perfect  confidence  in 
the  New  York  Department  and  in  this  statement  that  they  knew 
they  were  getting  what  they  were  bargaining  for,  and  the  com- 
panies could  carry  their  policies  to  maturity.  I  propose  to  hand 
that  in  some  time  as  a  part  of  my  testimony,  the  form  of  that 
statement. 
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MR.  HUGHES:  Well,  we  will  have  it  marked  for  identi- 
fication. 

(Paper  marked  Exhibit  345  for  identification.) 

THE  WITNESS:  And  when  they  once  attempt  to  reform 
or  improve  the  insurance  law,  I  can  show  you  here  in  a  pamphlet 
published  after  my  administration,  from  nearly  every  State  of 
the  Union  that  had  insurance  papers,  and  from  England,  Ireland, 
Scotland  and  Germany,  commending  the  New  York  system  as 
the  very  best  in  the  world,  and  our  laws  as  the  best  in  existence, 
if  they  were  properly  enforced.  Of  course,  there  may  be  some 
amendments  of  which  I  may  have  the  liberty  of  sug'gesting  one 
or  two.  But  in  that  time  and  under  my  administration,  whenr  I 
came  in  I  came  in  with  two  millions  of  life  insurance  premiums ; 
I  went  out  ten  years  later  with  forty-two  millions  of  premiums 
in  New  York  life  companies  alone  and  one  hundred  millions  in- 
crease premiums,  including  those  of  other  States  and  fire  in- 
surance companies.  Why?  Because  they  knew  they  got  the 
truth  in  the  annual  statements.  It  was  the  most  complete  annual 
statement  required  of  any  corporation  in  the  world. 

MR.  HUGHES :  We  should  be  very  glad  to  have  you  present 
to  the  Committee,  Mr.  Barnes,  any  brief  or  statement  which  you 
desire,  and  they  will  receive  consideration,  and  I  am  obliged  to 
you  for  your  attendance.  I  understand  that  apart  from  this 
matter  of  repeal  of  Section  56  you  never  had  any  connection  with 
any  matters  of  legislation  on  the  retainer  of  the  insuranoe  com- 
panies. 

THE  WITNESS :  As  far  as  that  is  concerned,  for  nearly 
twelve  years  I  have  not  entered  either  the  upper  or  the  lower 
house  at  Albany.     Last  winter  when  I  made  that  argument  I 
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had  only  a  slight  acquaintance  with  two  or  three  Senators,  and 
the  argument  was  made  the  same  way  as  I  prepare  a  brief  for 
the  Court  of  Appeals  and  Supreme  Court  to  argue  a  case  before 
them,  and  that  was  the  beginning  and  the  end  of  all  the  argument, 
and  when  these  newspapers  are  publishing  that  my  son,  because 
he  was  one  of  the  Republican  leaders  of  Albany  County,  had 
something  to  do  with  that,  he  did  not  even  know  I  was  going  to 
make  the  argument,  and  had  nothing  to  do  with  it  in  any  shape 
or  manner. 

Q.  That  is  all?  A.  Can  I  go  on  and  make  my  statement 
now? 

Q.  I  thought  you  had  made  it?  A.  No,  I  have  some  state- 
ments in  addition. 

Q.  We  should  be  glad  to  have  anything  which  could  come  in 
as  a  part  of  the  evidence,  but  of  course  any  argument  or  formal 
statement  that  you  would  desire  to  submit  to  the  Committee,  we 
should  be  very  glad  to  have  in  form  for  consideration.  A.  I  do 
not  care  about  submitting  a  written  argument. 

Q.  What  do  you  desire  to  say,  Mr.  Barnes?  A.  In  the  first 
place,  the  interests  that  are  unwittingly  attacked  here,  the  grand 
life  insurance  interest  of  the  State  of  New  York 

THE  CHAIRMAN:  Mr.  Barnes,  I  do  not  think  the  Com- 
mittee desires  an  argument  on  behalf  of  the  companies  at  the 
present  time. 

THE  WITNESS :     I  do  not  propose  to  make  that. 

THE  CHAIRMAN:  If  you  have  anything  to  say  concern- 
ing yourself  personally  in  defence  of  any  personal  relations  you 
have  had,  the  Committee  would  like  to  hear  that,  but  they  do  not 
desire  to  hear  an  argument  upon  the  insurance  question  at  this 
time.     We  want  your  views 
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THE  WITNESS :  That  is  just  what  I  am  complaining  of. 
It  is  not  an  attempt  to  sum  up;  I  do  not  propose  to  sum  up  in 
the  middle  of  the  testimony ;  I  do  not  suppose  that  is  exactly  the 
practice.  In  the  examination  of  Mr.  McCurdy  the  other  day 
he  was  asked  why  the  dividends  had  decreased  sq.  Now,  I  have 
here  a  table,  prepared  by  me  in  1870,  which  gives  the  exact  amount 
of  dividends,  of  interest  received  on  all  the  assets  of  the  life 
insurance  companies  doing  business  in  the  State  of  New  York-^^ 
all  of  those  companies,  and  I  will  give  that  detail  to  the  Com- 
mittee and  to  the  counsel  to  show — and  the  rate  of  interest,  Mr. 
Counsel — nearly  the  whole  rate  of  interest  at  that  time  was  six 
per  cent. — and  now  it  has  run  down  to  nearly  four,  while  the 
enormous  fact  in  life  insurance,  the  compound  interest,  is  a,  great 
element  of  their  success,  this  question  of  interest  is  vital. 

MR.  HUGHES:  Mr.  Barnes,  I  do  not  think  we  want  an 
argument  on  that  matter  now.  If  you  have  anything  you  feel 
that  the  Committee  should  hear,  we  will  receive  it. 

THE  WITNESS :  I  won't  give  you  an  argument  upon  it  now. 
I  will  just  hand  in  that  paper. 

MR.  HUGHES :  We  just  want  your  testimony  on  your  per- 
sonal relations  with  that  matter,  and  I  think  you  have  completed 
your  statement  on  that,  have  you  not?  If  not,  of  course  I  would 
be  glad  to  have  you  say  anything  further  that  is  pertinent. 

THE  WITNESS :  I  will  only  add  one  thing.  It  was  assumed 
by  the  learned  counsel  in  his  question  to  Mr.  McCurdy  the  other 
day 

THE  CHAIRMAN :  I  do  not  think  we  desire  any  argument 
at  this  time  concerning  the  insurance  question. 
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THE  WITNESS :  I  was  not  going  to  make  an  argument,  I 
was  only  giving  in  reference  as  to  who  appeared  before  this 
Committee  the  other  day  when  we  were  granted  a  hearing.  Mr. 
Senator  Brackett  appears  for  himself,  his  client  Mary  S.  Young, 
and  made  his  argument.  Then  the  Committee  adjourned  to  give 
the  opposition  a  hearing.  The  Senator  did  not  appear  upon  that 
argument,  and  when  it  is  assumed  that  policyholders  wanted  this 
repealed,  were  trying  to  have  this  reform,  the  only  person  I  can 
recollect  that  appeared  before  that  committee  was  my  old  acquaint- 
ance, Raphael  J.  Moses.  I  think  he  appeared  only  for  Raphael. 
No  other  policyholders  were  represented. 

THE  CHAIRMAN :  It  is  only  proper  for  us  to  say  we  do  not 
intend  you  the  slightest  discourtesy,  but  we  are  practically  obliged 
to  finish  these  public  hearing's  by  the  ist  of  January  and  we  have 
a  good  deal  to  do,  and  we  cannot  take  up  the  time  of  the  Com- 
mittee in  public  hearings  in  legal  arguments. 

THE  WITNESS:  I  am  much  obliged  to  counsel  and  the 
Committee  for  the  opportunity  I  have  had  to  express  my  views 
on  the  subject. 

MR.  HUGHES :     Thank  you,  very  much,  Mr.  Barnes. 

JAMES  M.  CRAIG,  resumed. 

BY  MR.  HUGHES : 

Q.  Have  you  the  table  made  up  that  was  asked  for  yesterday 
showing  the  industrial  reserve  in  New  York  and  Massachusetts  ? 
A.  Yes. 

Q.  Under  the  concessions  allowed?    A.  Yes,  sir. 

Q.  As  compared  with  the  full  reserve?    A.  Yes,  sir. 
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Q.  And  what  is  meant  by  the  full  reserve  in  this  table?  A. 
Yes,  sir. 

Q.  What  is  meant  by  the  full  reserve  in  this  table?  A.  The 
full  reserve  on  that  table,  is  the  reserve  that  would  be  computed 
essentially  on  the  same  basis  as  if  premiums  were  paid  weekly 
the  same  as  they  are  on  industrial  business. 

Q.  And  without  the  concessions  which  are  allowed?  A.  But 
without  the  concessions  which  are  allowed. 

Q.  In  the  first  two  columns,  under  the  head  of  New  York  and 
Massachusetts,  you  have  the  actual  reserve  for  one  thousand  dol- 
lars at  the  age  stated  under  the  concessions  allowed?  A.  Yes, 
sir. 

MR.  HUGHES :  I  ofifer  that  in  evidence  to  be  spread  upon 
the  record. 

(Paper  marked  Exhibit  No.  346.)' 

Q.  I  understand  that  the  greatest  amount  of  insurance  in  the 
Industrial  Department  is  written  on  the  increasing  life~~and  en- 
dowment table — is  that  right?    A.  That  is  true. 

Q.  That  has  been  so  for  how  many  years?    A.  Since  1896. 

Q.  Now,  according  to  the  table  of  rates  which  you  have  fur- 
nished me  in  the  increasing  life  and  endowment  plan,  at  age  ten, 
the  maximum  amount  payable  under  the  policy  at  the  termina- 
tion of  the  endowment  period,  at  age  eighty,  is  how  much?  A. 
$148.50. 

Q.  Pardon  me,  take  it  at  ten  cents  a  week,  so  we  can  have  them 
all  on  the  same  basis,  at  a  premium  of  ten  cents  per  week?  A. 
$297. 

Q.  At  that  rate  of  premium,  what  would  the  insured  have  paid 
during  the  endowment  period?    A.  $364. 

Q.  The  $297  which  is  receivable  at  the  expiration  of  the  en- 
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dowment  period  in  case  of  insurance,  at  age  two,  is  the  maximum 
amount  after  including  all  the  increases  of  one  dollar  a  year  after 
the  policy  is  three  years  old?    A.  It  is. 

Q.  And  it  includes  all  possible  dividends  payable,  inasmuch  as 
there  are  no  dividends  except  as  these  yearly  increases  are  con- 
sidered as  such?  A.  Except  as  the  company  in  its  discretion  in 
the  future  may  pay. 

Q.  The  company  in  its  discretion  up  to  date,  although  it  has 
given  certain  amounts  to  industrial  policyholders,  has  never  made 
any  payments  upon  policies  on  the  increasing  life  and  endowment 
plan,  apart  from  what  the  policies  call  for?  A.  No,  but  that  is 
no  criterion  as  to  its  future  action. 

Q.  Well,  but  we  cannot  speculate  about  the  future;  we  are 
asking  according  to  your  present  practice,  and  according  to  your 
practice  what  you  do — the  $297  is  exclusive?  A.  Our  present 
practice  indicates  that  the  company  pays  a  dividend  on  policies 
where  no  dividend  is  promised,  and  a  fair  presumption  is  that 
if  there  be  any  excess  of  surplus  funds  that  it  will  deal  equitably 
with  all  its  policyholders  in  like  manner. 

Q.  I  say  that  the  fair  presumption  is  that  in  coming  prac- 
tice you  will  do  what  you  have  Aone  in  the  past,  but  we  do  not 
know  what  you  will  do  in  that  regard,  and  I  am  merely  asking 
you  whether  this  amount  of  $297  is  not  the  maximum  amount 
according  to  your  contract  and  according  to  the  practice  of  your 
company  in  niaking  payments.  A.  It  is,  and  at  the  same  time,  a 
man  paying  an  ordinary  premium  for  seventy  years  would  pay 
twice  the  face  of  his  policy. 

Q.  Well,  we  won't  discuss  that.  A.  It  is  the  same  principle 
precisely  that  a  man  v\4ho  lives  long  is  bound  to  pay  more  than 
the  face  of  his  policy  unless  perchance  he  should  receive  rebates 
in  the  form  of  dividends.  A  large  part  of  the  premium  paid  by 
all  policyholders  goes  to  pay  the  death  claims  on  the  men  who 
die  early.     The  man  who  dies  in  the  first  year,  his  representatives 
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may  receive  two  thousand  per  cent,  of  the  premiums  paid  in. 
Certainly  that  investment  did  not  come  from  the  premiums  he 
paid,  but  comes  from  the  premiums  of  all  the  policyholders  who 
contribute  toward  that  death  claim ;  and  so  it  is  with  all  premiums 
paid  by  men  or  childrea  who  live  long,  a  large  part  of  their 
premiums  has  already  gone  to  pay  the  claims  of  people  who  died 
earlier.  It  is  not  a  fair  presumption,  it  is  not  a  fair  statement  of 
facts  to  assume  that  because  we  have  received  $364  and  guar- 
anteed to  pay  $297  that  we  are  issuing  an  unfair  contract. 

Q.  Well,  now,  Mr.  Craig,  you  have  made  a  very  good  speech, 
and  I  sugg'est  that  it  will  conduce  to  the  bringing  out  of  all  the 
facts,  all  the  considerations  which  your  company  should  have  and 
which  ought  to  be  entertained  in  reaching  a  conclusion  upon  these 
matters,  that  we  have  as  much  light  as  possible  and  as  little  heat. 
Now,  let  me  call  your  attention  to  your  ordinary  plan  of  insur- 
ance, and  I  want  you  to  ^ive  me  the  amounts  which  at  age  35 
on  a  twenty-year  endowment  of  a  thousand  dollars  the  annual 
premium  would  be.     A.  $45.14. 

Q.  How  much  would  a  man  pay  in  twenty  years?  A.  He 
would  pay  $902.80. 

Q.  And  what  would  be  the  amount  to  which  he  was  entitled 
under  his  endowment?  A.  If  he  lived  he  would  be  entitled  to 
one  thousand  dollars. 

Q.  At  the  end  of  twenty  years?  A.  At  the  end  of  twenty 
years. 

Q.  Now,  take  the  increasing  life  and  endowment  table  of  rates 
in  the  Industrial  Department,  and  take  age  35  and  ten  cents  a 
week,  and  tell  me  what  is  the  maximum  amount  of  insurance 
payable  under  that  policy  at  the  end  of  the  endowment  period  at 
age  80?    A.  $146. 

Q.  Please  tell  me  how  much  a  man  insured  at  the  age  of  35, 
paying  ten  cents  a  week,  would  have  paid  during  that  endowment 
period?    A.  He  paid  $234. 
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Q.  Now,  take  the  increasing  life  and  endowment  table  in  the 
Industrial  Department  and  age  40,  what  is  the  maximum  amount 
at  ten  cents  a  week  which  the  insured  would  g'et  at  the  end  of  the 
endowju.ent  period  at  age  80?    A.  $127. 

Q.  W,hat  arnount  wo;uld  he  have  ipaid  at  that  rate  at  the  end 
of  the  endowment  period?    A-  $208. 

Q.  Now,  conie  b?LCk  to  the  man  who  insured  at  age  35,  and 
tell  me  if  he  continues  payments  for  twenty  years  and  then  stops 
paying  his  premiums  how  large  a  paid-up  policy  he  will  be 
entitled  to  receive,  that  is,  at  age  55,  paying  ten  cents  a  week? 
A.  After  paying  twenty  years? 

Q.  Yes.     A.  He  would  receive  a  paid-up  policy  for  $62. 

Q.  How  much  would  he  have  paid  into  the  company  during  the 
twenty  years?     A.  $104. 

Q.  And  the  paid-up  policy  which  is  increasing  life  and  endow- 
ment plan  is  for  an  amount  which  bears  the  same  proportion  to 
the  total  amount  of  insurance  at  the  time  the  premium  terminates 
as  the  completed  number  of  years  in  which  premiums  have  been 
paid  bears  to  the  total  number  of  years  in  the  endowment  period  ? 
A.  Yes,  sir. 

Q.  So,  in  calculating  that  you  took  at  age  35  an  endowment 
period  of  45  years  terminating  ^t  80,  and  you  took  that  he  had 
paid  for  twenty  years?     A.  2o/45ths. 

Q.  2o/45ths  or  4/9ths?    A.  Yes,  sir. 

Q.  You  would  have  a  paid-up  policy  then  for  4/9ths  of  the 
insurance  at  that  time?    A.  Of  the  maximum  amount. 

Q.  No,  of  the  insurance  at  the  time,  wasn't  it  ?    A.  No,  sir. 

Q.  Well,  let  us  see.  Is  that  one  of  the  forms  of  the  policy 
(showing  witness  paper)  ?    A.  Yes,  sir. 

Q.  The  provision  for  paid-up  policies  reads:  "After  said 
policy  shall  have  been  in  force  five  years  or  over  and  the  full 
premiums  for  said  policy  shall  have  been  paid  and  within  six 
months  after  no  premiums  were  due  and  unpaid,  the  company 
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will  issue  upon  regular  application  upon  blanks  furnished  by  the 
company  a  paid-up  policy  upon  which  no  further  premiums  shall 
be  required  for  such  proportion  of  the  amount  of  this  policy  at 
the  time  application  for  paid-up  policy  is  made  in  even  dollars 
as  the  number  of  completed  years  for  which  weekly  premiums 
have  been  paid  bears  to  the  total  number  of  years  covered  by  the 
endowment  term."  Now,  what  is  meant  by  the  words  "for  such 
proportion  of  the  amount  of  this  policy  at  the  time  application  for 
paid-up  policy  is  made" — isn't  that  the  amount  of  the  insurance 
as  it  stands  at  that  time?    A.  It  is. 

Q.  And  not  the  maximum  amount?  A.  But  according"  to  the 
general  policy  of  the  Metropolitan  in  doing  better  by  its  insured 
than  it  guarantees  to  do,  we  issue  a  paid-up  policy  on  the  basis 
of  the  maximum  amount. 

Q.  That  is  the  actual  practice?    A.  Yes,  sir. 

Q.  Why  don't  you  put  it  in  your  contracts?  A.  At  the  time 
that  contract  was  issued  we  were  doing  up  to  the  maximum  of 
what  we  thought  we  would  be  able  to  do.  When  we  found  we 
were  able  to  do  better  we  did  it,  and  every  concession  that  the 
Metropolitan  makes  in  a  new  contract  it  makes  it  retroactive  to 
apply  to  all  policies  existing. 

Q.  When  was  this  form  of  contract  from  which  I  have  just 
read  issued  by  the  company?  A.  Oh,  this  has  been  issued  since 
1896. 

Q.  What  does  this  "1905"  mean  (indicating  policy)  ?  A.  That 
is  the  addition  of  1905. 

Q.  That  is  what  I  mean,  this  form  of  policy  is  the  form  that 
you  have  now  in  use?  A.  That  is  the  form  we  have  now — we 
keep  a  form  in  use  until  a  supply  is  exhausted. 

Q.  You  reprinted  them  in  1905,  didn't  you?    A.  Yes,  sir. 

Q.  Why  didn't  you  get  out  a  policy  in  the  form  you  say  you 
approved?  A.  Because  at  the  time  this  edition  was  printed  that 
rule  was  not  made  operative. 
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Q.  When  was  the  rule  made  operative?  A.  Oh,  it  has  been 
in  operation  two  or  three  months  I  think. 

Q.  Have  you  got  the  statement  of  the  average  duration  of 
policies  in  the  industrial  department?  A.  No,  sir;  I  was  not 
able  to  prepare  that  in  time  to  bring  it  with  me  this  morning. 

BY  THE  CHAIRMAN : 


Q.  Mr.  Craig,  I  would  like  to  ask  one  question.  What  pro- 
portion of  ten-cent  weekly  payments  is  net  premiums?  A.  About 
65  per  cent. 

Q.  That  is  a  varied  quantity  depending  upon  the  age  of  the  in- 
sured ?    As  near  as  practicable  it  is  a  uniform  ratio. 

Q.  Your  65  per  cent,  is  a  kind  of  mean  average?  A.  I  should 
say  so;  yes,  sir.  We  try  to  get  as  near  as  we  can  a  uniform 
rate  of  loading. 

Q.  So  that,  roughly  speaking,  your  industrial  premium  is 
loaded  35  per  cent.?  A.  No,  it  is  loaded  57,  or  65  off  from  157 
will  bring  it  down  to  100;  35  off. 

Q.  From A.  From  157  will  bring  it  down  to  the  net  of 

100. 

Q.  If  you  consider  a  lo-cent  premium  as  100  per  cent.,  how 
much  is  net  premium  and  how  much  is  loaded?  A.  That  would 
be  on  the  basis  of  $100 — $157 — that  would  be  $100  net  premium 
and  $57  loading. 

BY  MR.  FISKE: 

Q.  Can't  you  apply  that  to  10  cents ;  that  is  what  the  Senator 
wants  to  know,  how  much  of  the  10  cents?  A.  It  would  be  six 
and  four-tenths  cents  net. 
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BY  THE  CHAIRMAN : 

Q.  Sixty-fptir  per  cent,  ^s  }^e^  prepiium  and, 36  per  ;C;€nt.  is 
lo9,ding?    A.  yes,  sir. 

BY  MR.  HUGHES: 

Q.  What  is  the  loading  ou  your  ordinary  policy,  that  is  in  the 
ordinary  department?    A.  It  runs  from  10  per  cent,  to  17%. 

BY  THE  CHAIRMAN : 

Q.  Well,  now,  then,  what  is  the  proportion  in  an  ordinary  old 
line  life  policy  of  net  premium  or  loading  on  the  ordinary  life 
plan,  as  practiced  by  others — I  mean  regular  companies  ?  A.  My 
impression  is  that  on  a  whole-life  policy  it  would  run  about  45 
per  cent — I  think  it  is  22.22. 

BY  MR.  HUGHES : 

Q.  Do  I  tmderstand  that  your  industrial  weekly  payment  pol- 
icies are  loaded  to  a  less  extent  than  the  ordinary  policies  of  a 
mutual  company?    A.  Oh,  no,  sir;  about  57  per  cent. 

Q.  Well,  why  is  it  that  you  in  your  ordinary  business  load  only 
to  the  extent  of  10  to  17  per  cent.,  and  throw  such  a  large  per- 
centag'e  of  the  expense  on  the  premiums  of  the  industrial  depart- 
ment? A.  It  is  the  difference  in  the  expense  of  running  that 
particular  form  of  business. 

Q.  You  do  not  run  your  ordinary  Jiusiness  any  cheaper  than 
the  other  large  companies  run  their  ordinary  business,  do  you? 
A.  Taking  the  same  limit  of  time,  we  certainly  do. 

Q.  Well,  where  do  you  effect  the  economy  which  they  seem 
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unable  to  effect?  A.  Well,  because  we  do  all  our  ordinary  busi- 
ness through  our  industrial  agents. 

Q.  Then  as  you  have  such  a  large  amount  of  money  paid  to 
your  industrial  agents,  how  do  you  apportion  the  total  to  ascer- 
tain what  is  applicable  to  the  ordinary  business  ?  A.  The  charter 
of  the  company  requires  us  to  keep  a  separation,  and  as  a  matter 
of  fact  we  keep  that  separation  as  though  they  were  two  distinct 
companies. 

Q.  Then  the  economy  in  your  ordinary  business  grows  out  of 
the  fact  that  your  agents  get  less  money?  A.  They  get  a  smaller 
commission  than  they  do  from  mutual  companies  and  we  are  able 
to  pay  them  a  smaller  commission  by  reason  of  the  fact  that  they 
have  an  industrial  debit  which  assures  them  some  kind  of  a  liv- 
ing— an  enterprising  man  who  devotes  his  whole  time  to  the 
business  receives,  as  was  stated  yesterday,  an  averagfe  weekly  pre- 
mium of  $11.64. 

BY  MR.  FISKE: 

O.  You  mean  income?     A.  I  mean  income. 

BY  MR.  HUGHES : 

Q.  Your  point,  as  I  understand  it,  is  the  business  in  your  or- 
dinary department  is  non-participating?    A.  Yes,  sir. 

Q.  Almost  entirely  ?     A.  Yes,  sir. 

O,  And  that  it  is  effected  through  low-priced  agents  relatively 
who  are  engaged  also  in  this  industrial  work?  And  that  is  the 
reason  why  your  ordinary  business  shows  a  less  ratio  of  ex- 
pense than  the  similar  kind  of  business  of  other  companies?  A. 
Yes,  sir. 

Q.  Now,  outside  of  the  amounts  paid 
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MR.  FISKE  (interrupting)  :  I  do  not  .think  we  ought  to  be 
misled.  Isn't  it  true  non-participating  policies  of  other  companies 
are  loaded  about  the  same  as  ours? 

THE  WITNESS:     Yes,  sir. 

MR.  HUGHES:  There  is  no  misleading.  I  said  it  is  be- 
cause you  did  a  non-participating  business  and  that  involves  a  less 
expense. 

Q.  Is  there  any  other  economy  apart  from  payments  to  agents 
which  your  company  effects  in  the  ordinary  business  as  com- 
pared of  course  with  companies  doing  the  same  kind  of  busi- 
ness on  a  considerable  scale?  A.  Generally  speaking  I  should 
say  no,  there  is  nothing'  occurs  to  me  at  the  moment. 

MR.  FISKE :  How  about  home  office  expenses  and  salaries  and 
rent;  the  same  principle  applies,  doesn't  it? 

Q.  Are  your  home  office  expenses  in  connection  with  your  or- 
dinary business  less  than  the  similar  expenses  of  other  companies 
doing  a  considerable  business  of  the  same  kind?     A.  Yes,  sir. 

Q.  In  what  respect — is  it  in  the  salaries  of  the  executive  officers 
or  is  it  in  some  of  the  departments  ?  A.  Mainly  in  the  salaries  of 
the  executive  officers. 

Q.  Is  it  anywhere  else?  A.  Yes.  One  very  important  ele- 
ment of  expense  is  the  rents.  We  are  required  to  have  our  offices 
through  the  country  for  the  transaction  of  our  industrial  busi- 
ness, whether  we  did  any  ordinary  or  not,  and  those  same  offices 
afford  facilities  for  the  transaction  of  our  ordinary  business. 

Q.  And  they  are  less  expensive  offices  that  are  maintained? 
A.  And  they  are  less  expensive  offices,  I  presume;  I  don't  know. 
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Q.  So  you  make  a  saving  in  that  way.  Is  there  anything  else 
that  occurs  to  you? 

MR.  FISKE:     I  think  that  covers  it. 

Q.  It  was  stated  by  Mr.  Hegeman  yesterday  in  his  accounting 
for  the  one  milHon  nine  hundred  thousand  dollars  expenses  under 
the  head  of  home  office  salaries,  executive  officers,  and  so  forth, 
that  three  hundred  and  three  thousand  dollars  were  for  the  salaries 
of  sixteen  officers,  and  one  million  six  hundred  and  thirty-six 
thousand  nine  hundred  and  thirty-eight  dollars  were  for  the  sal- 
aries of  two  thousand  one  hundred  and  twelve  clerks?  A.  Yes, 
sir. 

Q.  Now,  what  does  that  average  per  clerk — $775,  isn't  it?     A. 

$775- 

Q.  Now,  have  you  a  good  many  clerks  that  are  paid  more  than 
$775  a  year,  who  are  calculated  in  that  total  of  $1,112?  A.  Yes, 
sir. 

Q.  Then  you  must  have  a  number  that  are  paid  less  ?  A.  Yes, 
sir. 

Q.  What  do  those  men  do?    A.  They  are  mostly  women. 

Q.  Well,  what  do  they  do  ?  A.  Well,  I  believe  that  it  has  been 
stated  that  we  have  a  larger  number  of  typewriting  machines 
under  the  roof  of  the  Metropolitan  building  than  under  the  roof 
of  any  building  in  the  world. 

Q.  You  mean  in  operation?  A.  I  mean  in  operation.  There 
are,  I  should  judge,  in  the  neighborhood  of  five  hundred — I  should 
say  five  hundred  at  the  present  time. 

BY  MR.  FISKE: 

Q.  I  thought  it  was  seven  hundred  ?     A.  Well,  it  might  be 
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seven  hundred ;  it  might  be  seven  hundred.     We  grow  so  rapidly 
it  is  hard  to  keep  track  of  the  figures. 

BY  MR.  HUGHES : 

Q.  Of  the  typewriters.  What  is  your  average  pay  of  your 
women  typewriters?  A.  Well,  they  begin  at  six  dollars  a  week 
and  run  up  to  twelve. 

Q.  Well,  so  far  as  your  home  office  employees  are  concerned 
you  do  business  on  a  very  economical  basis?    A.  Yes,  sir. 

Q.  And  you  find  that  you  are  able  in  this  way  to  load  your 
premiums  on  your  ordinary  policies  to  an  amount  between  ten 
and  seventeen  per  cent.?    A.  Yes,  seventeen  and  a  half. 

Q.  Seventeen  and  a  half  as  compared  with  forty-five  per  cent, 
in  other  companies  in  the  same  kind  of  business  ?  A.  That  forty- 
five  is  simply  on  the  whole-life  contract  as  a  Senator  asked  me. 

Q.  What  is  your  ten  to  seventeen  ?  A.  Ten  is  on  ten-year 
endowment  and  ten-payment  life,  seventeen  is  on  whole  life. 

Q.  What  is  the  others  on,  ten-payment  life  or  ten-year  endow- 
ment? A.  I  should  say  about  twenty  per  cent.,  not  less  than 
twenty  per  cent. 

Q.  Does  just  about  double,  in  other  words,  your  expense  of 
doing  the  ordinary  business  is  about  one-half  of  the  expense  of 
other  large  companies  in  the  same  kind  of  business — is  that  so? 

MR.  FISKE:  Except  we  do  a  non-participating,  and  they  are 
participating.  They  would  object  to  the  statement  "It  is  the  same 
kind  of  business." 

MR.  HUGHES :  That  is  because  you  do  a  non-participating 
almost  altogether? 

MR.  FISKE:    Yes. 
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MR.  HUGHES :  And  they  do  a  non-participating  hardly 
at  all? 

MR.  FISKE:     Yes,  sir. 

MR.  HUGHES  :  So  that  there  hardly  seems  to  be  a  fair  basis 
of  comparison  in  that  regard? 

MR.  FISKE:     Yes,  sir. 

BY  MR.  HUGHES : 

Q.  Mr.  Craig,  you  said  that  there  was  a  fifty-seven  per  cent, 
loading  upon  a  ten-cent  weekly  premium  in  the  Industrial  De- 
partment?   A.  Yes,  sir. 

Q.  Did  I  understand  you  to  say  that  the  net  amount  of  the  ten- 
cent  weekly  premiums  was  six  and  four-tenth  cents?  A.  Yes, 
sir. 

Q.  How  do  you  make  the  loading  then  to  be  fifty-seven  per 
cent,  if  the  loading  is  really  3.6  of  ten  cents  weekly  payments? 

MR.  FISKE:     The  loading  is  on  that  premium  fifty  per  cent. 

THE  WITNESS :     Yes. 

Q.  That  is  the  way  you  mean  it?  A.  Yes,  that  is  the  way  I 
put  it.  I  put  it  the  other  way  first,  then  he  wanted  the  ten  cents 
subdivided. 

Q.  Let  us  have  that  straight.  The  fifty-seven  per  cent,  load- 
ing you  referred  to  was  the  percentage  of  the  net  premium  ?  A. 
Yes. 

Q.  And  not  of  the  gross  premium?    A.  Yes,  sir. 
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Q.  Now,  in  your  comparative  statement  with  regard  to  other 
companies A..  I  started  to  figure  that  up. 

Q.  In  your  comparative  statement  with  other  companies  where 
you  mentioned  forty-five  per  cent.,  as  compared  with  fifty-seven, 
did  you  mean  that  that  was  forty-five  per  cent,  of  the  premium? 
A.  Yes,  sir. 

Q.  When  you  referred  to  ten  and  seventeen  and  a  half  per 
cent,  as  the  loading  in  ordinary  policies,  did  you  mean  that  that 
was  a  percentage  of  the  net  premium?    A.  Yes,  sir. 

Q.  Now,  what  do  you  want  to  figure?  A.  The  Senator  was 
asking  me  what  the  corresponding.ratio  would  be  on  the  Mutual 
premiums  loaded  forty-five  per  cent.  It  would  be  on  one  hundred 
dollar  premiums,  seventy  dollars  would  be  net  and  thirty  would 
be  the  loading. 

BY  THE  CHAIRMAN : 

Q.  In  another  company?     A.  Yes,  sir. 

BY  MR.  HUGHES : 

Q.  Isn't  it  a  fact  in  the  New  York  Life  on  th&  whole-life  pol- 
icies the  loading  is  thirty-three  and  one-half  per  cent,  of  the 
net  premium,  and  is  not  that  fairly  representative  of  the  loading 
on  participating  life  policies?  A.  I  don't  know;  I  had  not  fig- 
ured.    I  only  gave  a  general  impression. 

MR.  DAWSON :  There  are  no  figures.  Mr.  Weeks  so  testi- 
fied the  other  day,  and  that  is  the  fact. 

BY  MR.  HUGHES: 

Q.  The  point  is,  we  want  to  know  when  a  man  insures  in  the 

« 
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Industrial  Department,  how  much  goes  to  run  the  business  out 
of  his  premiums,  and  how  much  goes  back  to  him  in  effecting 
insurance,  taking  the  average  cases.  Now,  the  loading  for  the 
purposes  of  your  expenses,  and  so  forth,  I  understand  is  fifty 
per-  cent,  on  the  net  premium,  and  the  net  premium  is  on  the 
average  six  and  four-tenths  of  a  ten-cent  weekly  payment.  A. 
Yes,  sir. 

MR.  FISKE:     At  a  certain  age. 

Q.  That  is  the  average?    A.  Yes. 

Q.  So  that  out  of  every  ten-cent  weekly  payment  there  is  six 
and  four-tenth  cents  applicable  to  the  insurance  apart  from  ex- 
penses?    A.  Yes,  sir.  > 

Q.  And  the  residue  of  three  and  six-tenth  cents  you  claim  is  a 
provision  for  expenses?     A.  And  contingencies. 

Q.  And  contingencies,  and  that  is  in  the  neighborhood — well, 
it  is  nearly  twice  the  amount  required  for  the  same  purposes  in  or- 
dinary business  in  other  companies. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Craig,  then,  that  extraordinary  expense  of  doing  your 
business,  amounting  to  nearly  twice  what  life  insurance  com- 
panies doing  a  regular  life  insurance  business  have  to  pay, 
together  with  your  high  mortality — your  higher  rate  of  mor- 
tality, is  the  company's  explanation  for  its  reason  for  collect- 
ing so  much  from  industrial  policyholders?      A.  Yes,  sir. 

MR.  FISKE :     That  is  it  exactly. 

BY  MR.  HUGHES : 

Q.  Now,  then,  the  net  premium  you  speak  of  in  the  Industrial 
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Department  is  based  upon  what?  A.  It  is  based  upon  the  table 
of  mortality  computed  from  the  experience  of  the  Metropolitan 
insured  lives,  covering  a  period  of  five  years,  and  twelve  million 
years  of  risk— the  equivalent  of  twelve  million  years. 

Q.  I  want  to  compare  the  net  premium  on  the  basis — on  the 
same  amount  of  payment,  with  the  net  premium  on  the  ordinary 
American  experience  table.  A.  I  have  not  the  net  premiums 
worked  up  here — just  the  table  of  mortality. 

Q.  Can  you  tell  me  approximately  what  the  correspondence  or 
comparison  would  be  between  your  net  premiums  in  the  Indus- 
trial Department,  figured  on  your  experience,  and  the  net  pre- 
miums figured  on  ordinary  American  experience  in  ordinary 
cases?  A.  Well,  of  course,  you  will  understand  that  any  figures 
I  work  out  here  are  not  necessarily  authentic. 

Q.  No,  they  would  be  subject  to  correction  any  time  you  supply 
the  Committee  with  the  necessary  figures  for  that  purpose.  If 
it  is  going  to  take  you  any  time  to  work  it  out,  you  may  withdraw, 
and  we  will  put  it  in  later.     A.  All  right,  we  better  do  that. 

MR.  FISKE :  May  I  call  attention  to  a  thing  which  I  think  will 
at  least  do  away  with  a  good  deal  of  misapprehension  in  regard  to 
Mr.  Craig's  testimony?  Comparison  was  made  between  a 
twenty  year  endowment  and  increasing  life  and  endowment, 
which  is  an  endowment  at  age  eighty,  and  figures  were  taken 
at  age  thirty-five.  It  is  not  a  fact  that  the  increasing  life 
or  endowment  is  practically  a  whole  life  payment  ? 

THE  WITNESS:    Yes,  sir. 

MR.  FISKE:  Is  it  not  a. fact,  and  you  may  testify  if  you 
will,  from  these  tables  (Handing  witness  tables)  that  very 
much  more  insurance  is  paid  under  the  increasing  life  endow- 
ment than  there  would  be  under  the  ordinary  life. 
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MR.  HUGHES :   You  mean  in  case  of  death? 

MR.  FISKE :  In  case  of  death,  only  in  case  of  increasing 
life  endowment  is  paid  an  endowment  at  age  eighty. 

THE  WITNESS:    The  twenty  year  endowments? 

2vIR.  FISKE :  Leaving  out  twenty  year  endowments — com- 
pare the  whole  life  industrial  with  the  increasing  life  and 
endowment  industrial  at  age  thirty-five. 

THE  WITNESS:    At  earlier  year? 

MR.  FISKE:  At  age  thirty-five,  which  was  what  was 
given  to  you ;  then  make  your  other  statement  afterwards — 
ten  cent  premium,  Mr.  Hughes  used  before. 

THE  WITNESS :  Not  the  whole  life,  industrial  policy  for 
a  weekly  premium  of  ten  cents,  the  amount  of  insurance  is 
$114.  At  the  same  age  where  a  weekly  premium  of  ten  cents, 
the  amount  of  insurance  under  an  increasing  life  or  endow- 
ment policy  would  begin  at  $104  and  would  begin  to  increase 
at  the  end  of  three  years  by  one  dollar  a  year.  There  is  a 
difference  between  the  initial  insurance^ 

MR.  FISKE:  The  question  that  Mr.  Hughes  put  to  you, 
and  which  I  am  putting  to  you,  is  this.  What  happens  at 
age  eighty  in  most  cases — age  thirty-five — name  what  happens 
at  age  eighty,  what  Mr.  Hughes  asked  you,  I  want  you  to 
answer  it. 

THE  WITNESS :   At  age  eighty,  under  the  increasing  life 
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or  endowment  policy,  we  would  pay  the  man  in  cash  as  an 
endowment  $143. 

MR.  FISKE:  How  much  would  you  pay  under  the  whole 
life? 

THE  WITNESS :  A  man  having  a  whole-life  policy,  and 
paying  the  same  weekly  premiums  would  be  insured  for  $118. 
If  he  should  die  when  he  reached,  or  before  he  reached  age 
eighty,  $1 18,  would  be  paid  him,  but  if  he  lived  to  be  a  hundred 
years  old  he  would  have  to  pay  his  premiums  up  to  the  time 
of  death  and  the  amount  of  insurance  would  remain  the  same. 

MR.  FISKE :  Is  it  not  a  fact  that  some  of  the  old  line  com- 
panies, especially  in  Massachusetts,  use  endowment  at  age 
eighty  as  a  substitute  for  whole  life?  A.  I  mentioned  that 
yesterday,  the  New  England  Mutual. 

BY  MR.  HUGHES: 

Q.  Of  course,  if  you  desire  to  have  the  endowment  table, 
treated  as  substantially  a  whole-life  table,  it  is  fair  to  com- 
pare it  with  whole  life ;  but  I  was  comparing  endowment  with 
endowment,  and  I  was  comparing  the  results  of  a  twenty 
year  endowment  on  the  ordinary  plan  with  a  sixty  year 
endowment,  where  the  company  had  had  the  money  of  the 

insured    for   sixty    years,    and    we    found    that    in   the A. 

No,  I  beg  your  pardon;  we  do  not  have  the  money  of  the 
insured  for  sixty  years. 

Q.  That  is,  if  he  is  insured  at  twenty;  if  he  is  insured  at 
thirty-five  you  have  it  for  forty-five  years.  A.  No,  we  begin 
to  pay  it  out  as  soon  as  we  get  it. 

Q.  You  do  not  pay  it  out  to  him;  you  of  course  have  used  it 
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for  your  money.  What  I  meant  was  this,  I  was  comparing 
endowment  with  endowment.  Now,  I  understand  you  made 
that  comparison  by  suggesting  that  these  eighty  year  endow- 
ments were  really  nothing  but  whole  life?  A.  I  think  I  so 
testified  yesterday. 

Q.  Then  you  take  it  as  an  endowment  and  hold  it  out  as 
an  endowment,  only  because  you  want  to  get  rid  of  all  policies 
at  eighty— is  that  it?      A.  Yes,  sir,  that  is  the  prime  reason. 

O.  Really,  if  it  is  looked  at  as  an  endowment  and  compared 
'with  endowments  it  does  not  give  the  advantages  in  endow- 
ments that  endowment  policies  usually  do  give. 

MR.  FISKE :   For  the  same  term. 

Q.  We  will  take  the  same  term  if  you  want  to,  but  kindly 
have  the  witness  answer  without  interruption.  A.  Your 
statement  seemed  to  me  rather  general,  Mr.  Hughes. 

Q.  Now,  I  called  your  attention  to  a  twenty  year  endowment 
for  a  thousand  dollars.  Mutual  Life,  or  any  company — I  have 
forgotten — I  think  you  took  the  figures  of  your  own  company  ? 
A.  Yes,  sir. 

Q.  And  you  showed  that  the  man  would  have  had  to  pay 
premium,  as  I  remember  it  of  $45.12 — was  that  it?     A.  $45.14. 

Q.  And  in  twenty  years  he  would  have  paid  how  much 
money?       A.  $902.10. 

Q.  Now,  at  age  thirty-five — that  was  the  age  taken — I  took 
the  increasing  life  and  endowment  rate  and  the  period  was 
therefore,  according  to  that  table — the  forty-five  year  period? 
A.  As  I  recollect  it. 

Q.  Yes,  and  the  point  was  that  at  the  end  of  the  endowment 
period,  the  endowment  being  started  at  the  same  age,  a  man 
would  have  to  pay  a  very  considerable  amount  more  than  the 
amount  he  would  get?      A.  Yes. 
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O.  Now,  you  meet  that  by  saying  that  this  is  really  a  whole 
life  substitute  and  not  to  be  compared  with  endowments  as 
I  understand  it. 

MR.  FISKE :  That  is  right ;  we  are  willing  to  have  a  com- 
parison made  of  twenty  year  endowments  with  our  twenty- 
year   endowments. 

MR.  HUGHES :  That  would  force  a  comparison  of  your 
twenty  year  endowments  with  your  increasing  endowments, 
which  brings  the  subject  around  to  the  same  point. 

JOHN  R.  HEGEMAN,  resumes : 
BY  MR.  HUGHES: 

Q.  Mr.  Hegeman  I  desire  to  call  your  attention  to  the  pro- 
visions of  the  industrial  poHcy,  this  form  that  I  have  here, 
which  I  understand  to  be  the  usual  one  in  use.  It  says,  in 
case  of  the  prior  death  of  the  insured — that  is  his  death  before 
the  expiration  of  this  endowment  period,  terminating  at  age 
eighty,  "The  company  may  pay  the  amount  due  under  this 
policy,  to  either  the  beneficiaries  named  in  the  said  schedule, 
or  to  the  executor  or  administrator,  husband  or  wife,  or  any 
relative  by  blood  of  the  insured,  or  to  any  other  person 
appearing  to  said  company  to  be  equitably  entitled  to  the 
same  by  reason  of  having  incurred  expenses  on  behalf  of  the 
insured,  for  his  or  her  burial."  Who  is  intended  by  that  last 
description?  The  undertaker,  commonly,  isn't  it?  A.  No, 
sir. 

Q.  It  includes  the  undertaker?      A.  It  does  not,  sir. 

Q.  Having  incurred  expenses  in  behalf  of  the  insured  for 
his  or  her  burial  ?     A.  We  keep  that  free  from  the  undertaker 
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—we  have  gone  at  great  pains  to  keep  this  business  from 
the  claims  of  the  undertaker. 

Q.  The  Committee  is  in  receipt  and  its  counsel  is  in  receipt 
of  a  large  number  of  letters  with  regard  to  the  operation  of 
your  company,  and  in  justice  to  the  feeling  evidenced  by  the 
letters  and  to  your  company,  so  that  there  may  be  a  full 
opportunity  to  meet  any  grounds  of  criticism,  I  desire  to  bring 
some  of  them  to  your  attention.  One  of  the  correspondents 
referring  to  this  clause  that  I  have  just  read,  says : 

"The  greatest  evil  is  the  payment  of  claims  to  the  under- 
taker. This  is  done  by  all  the  companies.  The  result  is,  the 
undertaker's  bill  is  always  the  amount  of  the  policy." 

Now  what  is  the  experience  of  the  company  with  regard  to 
that,  does  or  does  not  the  company  pay  the  undertakers?  A. 
We  endeavor  not  to. 

Q.  Well,  do  you,  as  a  matter  of  fact,  ever  do  it?  A.  I  cannot 
say  that  we  do,  Mr.  Hughes.  May  I  ask  Mr.  Fiske  if  he  will 
give  me  a  copy  of  the  Metropolitan  paper  issued  in  which 
that  article  appeared? 

MR.  FISKE :  I  have  not  got  it  here.  As  a  matter  of  fact 
we  never  do. 

Q.  Then  there  is  absolutely  nothing  so  far  as  the  Metro- 
politan is  concerned  in  that  criticism  ?     A.  I  should  think  not. 

Q.  Do  you  know  whether  company  or  companies  pay  the 
undertaker?      A.  I  cannot  certify  from  personal  knowledge. 

Q.  To  what  extent  do  you  pay  any  person  under  this  clause 
entitling  persons  to  payment  for  these  incurred  expenses  in 
behalf  of  the  insured,  or  for  his  or  her  burial  ?     A.  That  would 
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go  to  those  who  had  taken  care  in  the  last  sickness  of  the 
persons   insured. 

Q.  I  mean  to  what  extent  does  that  figure  in  practice,  and 
are  payments  made  to  persons  claiming  to  have  obligations  of 
that  sort?      A.  1  cannot  say. 

MR.  FISKE :  The  clause  was  drawn  to  avoid  naming  an 
exact  beneficiary  for  a  small  amount,  because  then  it  quite 
often  happened  in  the  case  of  these  people  that  when  death 
occurred  the  child  or  person  named  as  beneficiary  would  not 
be  present,  or  would  not  be  incurring  the  expense.  Now, 
the  courts  of  Pennsylvania  held  that  we  had  a  right  to  put 
in  a  general  provision  of  that  sort  and  then  pay  the  policy 
to  whoever  did  actually  incur  the  expense.  That  clause  was 
put  in  so  that  we  might  pay  the  actual  expense  to  whoever  had 
incurred  it,  and  we  do  that  thing.  It  is  always  a  relative  or 
next  friend. 

MR.  HUGHES:  I  want  to  find  out  what  the  proportionate 
amount  of  payment  to  creditors  under  that  clause  may  be. 

MR.  FISKE:  We  very  very  seldom  pay  a  creditor;  I  don't 
know  of  a  case  in  the  industrial  department  where  we  have 
done  it.    I  won't  say  there  have  been  done. 

MR.  HUGHES :  Now  here  is  a  letter  from  a  resident  of 
New  York,  whose  name  you  can  have,  as  follows : 

"In  1883  twenty-two  years  ago  I  took  out  a  policy  in  that 
company" — referring  to  the  Metropolitan  Life — "for  $189,  at 
a  premium  of  $16  per  annum  payable  $4  each  quarter.  This 
premium  was  regularly  and  promptly  paid  by  me  for  six 
years  until   1889  when  without  notice  whatever  to  me  they 


2696 


Testimony  of  John  R.  Hegeman 

raised  the  premium  to  $18.20  per  annum.  I  of  course  had  to 
pay  this  sum  and  continued  to  do  so  until  I  had  paid  in  to 
the  company  the  full  face  value  of  the  policy,  $189,  and  when 
I  asked  if  I  could  have  paid-up  policy  they  offered  me  one 
for  $63,  which,  however,  was  to  revert  back  to  the  company 
at  the  expiration  of  seven  years  should  the  insured  Hve  that 
length  of  time.  I  declined  this  proposition  and  had  to  keep 
on  paying  that  $18.20  per  annum  until  now  after  twenty  years 
I  have  paid  in  nearly  $400  on  a  policy  which  on  its  face  calls 
for  $189.  I  applied  the  second  time  a  short  while  ago  for  a 
paid-up  policy  and  they  sent  a  representative  to  see  me 
and  he  offered  me  $90  to  surrender  my  policy,  which  of  course 
I  declined.  If  it  is  desired  I  can  produce  the  policy  and  the 
receipts  back  showing  payment."  Now,  in  the  first  place 
what  is  the  fact  in  regard  to  such  an  increase  of  premiums 
as  is  stated  to  have  taken  place  in  1889?  A.  I  have  no  idea 
as  to  the  truthfulness  of  that  letter.  I  cannot  certify  as  to  the 
accuracy  of  the  facts  which  are  stated.  If  you  will  allow 
me  to'Xake  the  letter  to  the  home  office  and  compare  it  if 
the  data  here  are  sufficient  for  me  to  get  on  to  the  case,  I  will  be 
very  glad  to  tell  you  what  the  home  office's  explanation  of  that 
case  is. 

Q.  I  would  be  glad  to  have  you  do  that,  but  here  is  the 
statement  that  in  1889  the  premium  was  raised  and  payment 
compelled  at  an  increased  rate?      A.  Of  course  that  is  not  so. 

Q.  Is  that  so?      A.  That  cannot  be  so. 

Q.  If  a  man  takes  a  policy  in  your  company  does  he  ever 
have  his  premiums  raised?      A.  He  does  not. 

Q.  Upon  that  policy?      A.  I  answered  he  does  not. 

Q.  And  that  was  not  the  practice  in  earlier  years,  never 
been  the  practice?  A.  Not  as  to  my  knowledge.  There  is 
something  radically  wrong  in  the  statement  there,  Mr.  Hughes. 

Q.  Of  course  it  does  happen  I  suppose  that  in  cases  of 
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ordinary  life  policies,  men  in  the  course  oftime  will  pay  more 
than  is  payable  under  the  insurance  policy — do  you  have  such 
cases — that  is  possible?  A.  The  business  of  life  insurance 
is  a  law  of  averages. 

Q.  So  that  one  man  living  to  a  certain  age  will  pay  more 
than  his  life  insurance  calls?    A.  In  some  cases. 

Q.  And  if  the  business  is  non-participating  and  they  get 
no  dividends,  they  of  course  have  nothing  to  increase  the 
amount  of  the  face  of  the  policy.  Now,  this  is  a  statement 
here  that  in  22  years  nearly  $400  had  been  paid  in  on  a  policy 
which  on  its  face  calls  for  $189?     A.  Is  this  the  same  case? 

O.  Yes,  sir.      A.  May  I  take  this  letter  with  me  ? 

Q.  Certainly,  certainly ;  but  in  a  general  way — ■ —  A.  There 
is  no  explanation  I  can  give  to  such  a  statement  of  fact  as  that 
without  recourse  to  the  books.  I  would  say  offhand  that 
no  such  state  of  facts  can  possibly  exist  with  us. 

Q.  Here  is  a  letter  sent  me  by  a  prominent  attorney,  that 
is  a  copy  of  the  letter  addressed  by  the  attorney  to  your 
company  under  the  date  of  April  25th.  He  says  "I  have  been 
consulted-^  by  Mrs.  of 

about  a  policy  of  insurance  written  by  you  upon  the  life  of  her 
daughter.  The  number  of  the  policy  is  so  and  so.  Mrs. 
Blank  tells  me  that  your  agent  who  made  the  weekly  collections 
on  this  policy  informed  her  last  November  that  a  payment  of 
forty  cents  on  the  policy  would  complete  the  five  year  term 
and  entitled  her  to  a  paid-up  policy.  This  payment  she 
made  as  is  shown  by  the  receipt  book.  The  agent  then 
offered  her  apphcation  blanks  which  she  filled  in  by  his  di- 
rection, and  the  same  were  forwarded  to  the  home  office.  In 
February  of  this  year  the  insured  died,  and  on  the  day  of 
her  funeral  your  agent  informed  the  mother  that  the  policy 
had   lapsed   by    reason   of   the   non-payment   of   the   January 
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assessment,  and  that  the  paid-up  policy  could  not  be  issued 
because  the  insured  was  less  than  ten  years  old.  Mrs. 
is  a  hardworking  Swedish  woman  in  straitened  circumstances, 
and  was  sent  to  me  by  the  Legal  Aid  Association  for  which  I 
am  attorney.  If  you  find  that  I  am  right  in  saying  your  agent 
misled   Mrs.  in  this  matter,  I  am  sure 

you  will  not  refuse  to  pay  the  death  loss  on  this  policy. 
Please  let  me  know  what  positjon  you  take  in  this  matter." 
The  attorney  writes,  "This  letter  was  addressed  to  your  com- 
pany in  April  last  and  the  reply  was  not  received  finally  until 
October  23d,  and  the  reply  was  that  they  could  do  nothing 
whatever  about  the  matter." 

Now,  in  the  first  place  in  a  case  of  that  sort  what  sort  of 
examination  is  made  to  ascertain  whether  a  person  who  has 
paid  up  and  stopped  on  signing  an  application  for  a  paid-up 
policy  and  supposes  that  the  paid-up  policy  is  about  to  be 
received  and  then  is  informed  that  the  original  policy  has 
lapsed,  what  sort  of  an  investigation  is  made  of  a  complaint 
of  that  kind  that  comes  to  you  ?  A.  Why,  we  have  an  investi- 
gation division  to  whom  all  such  complaints  are  referred. 

O.  Who  is  in  charge  of  that?      A.  Who  is,  Mr.  Fiske? 

MR.  FISKE:     W.  H.  Gaston. 

THE  WITNESS  :    W.  H.  Gaston. 

Q.  In  a  case  of  that  sort  is  it  the  policy  of  your  company, 
assuming  that  the  premium  had  not  been  paid  on  the  original 
policy  called  for  in  January,  and  assuming  that  it  had  not  been 
paid  because  the  person  obtaining  the  insurance  had  ar^ 
ranged,  as  was  supposed  for  a  paid-up  policy,  do  you  treat 
such  a  case  as  a  lapsed  aiid  refuse  all  payments?  A.  We  do 
not. 
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Q.  You  have  not  done  so?  A.  No.  Our  disposition  and 
practice  is  to  send  a  person  to  examine  into  the  merits  of 
this  case,  and  if  they  are  as  you  have  recited  them  here,  to 
treat  that  case  as  though  the  poHcy  were  alive,  that  is  to  say, 
if  any  fault  can  be  imputed  against  an  agent  of  the  company 
and  the  insured  has  been  prejudiced  by  hs  action  or  miscon- 
duct, to  right  the  wrong  and  treat  the  policyholder  as  he  or 
she  would  have  been  treated  if  they  had  been  treated  by  an 
honest  agent.  We  are  very  particular  in  that  way,  Mr. 
Hughes,  very  particular. 

Q.  Then  you  do  not  take  advantage  of  technical  lapses 
where  the  lapse  has  been  due  to  a  misunderstanding?  A. 
The  last  thing  we  think  of. 

Q.  And  do  you  know  of  any  reason  why  if  the  facts  are 
as  stated  in  the  lawyer's  letter  that  I  have  just  read  are  truly 
stated  the  company  should  not  have  paid  that  loss?  A.  I 
do  not.      Shall  I  keep  that  letter? 

Q.  Yes,  I  would  be  glad  to  have  you,  because  that  is  a  letter 
from  a  man  whom  your  counsel  no  doubt  know  as  one  of 
the  best  lawyers  in  a  certain  part  of  the  State.  The  question 
was  raised  yesterday  with  regard  to  the  provision  in  the  paid-up 
policies  of  your  company,  that  is  that  class  of  paid-up 
policies  which  are  issued  upon  whole-life  policies,  providing 
that  the  paid-up  policy  will  be  paid  if  the  insured  dies  within 
the  expectation  of  life.  Now,  I  understood  your  actuary  to 
say  that  in  practice  despite  that,  you  will  pay  the  amount  of 
the  insurance.  Is  that  so?  A.  Whatever  the  actuary  certi- 
fied to  in  that  respect  I  would  confirm. 

Q.  I  am  not  quite  sure  about  his  statement.  When  you 
issue  that  form  of  paid-up  policy  where  it  is  to  be  payable  only 
in  case  the  insured  dies  within  the  expectation  of  life,  but  if 
he  survives  that  period  nothing  is  to  be  paid,  what  in  practice 
do  you  do  if  he  survives,  do  you  pay  him  or  not?      A.  As  a 
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matter  of  practice,  I  cannot  answer  that  question,  but  I  can  as- 
certain it  for  you. 

MR.  FISKE :  We  have  never  heard  of  such  a  claim  being  pre- 
sented. 

Q.  Here  is  a  letter  from  a  man  who  insured  his  mother-in- 
law  with  disappointing  results.  He  says,  "Some  years  ago  I 
insured  my  mother-in-law  for  about  seventy  dollars.  I  do  not 
know  the  exact  amount,  as  the  company  has  the  policy,  in 
the  Metropolitan  Insurance  Company.  I  paid  regularly 
until  the  amount  of  the  policy  was  fully  paid.  On  September 
10,  1904,  the  agent  told  me  as  the  policy  was  paid-up  he  could 
get  me  a  paid-up  policy,  and  brought  me  a  certificate  that  if 
the  old  lady  lived  for  a  term  of  six  years  and  314  days  I  was  to 
get  $24,  or  only  about  one-third  of  the  amount  I  paid  the  com- 
pany. As  my  mother  is  still  living,  and  past  the  term 
stipulated  by  the  policy  which  ran  out  in  1901,  I  am  to  get 
nothing.  What  I  should  like  to  know  is,  am  I  to  lose  every 
cent  I  paid  the  company,  or  can  I  not  at  least  recover  some- 
thing?" What  is  your  answer  to  that  question?  A.  My 
answer  to  that  question  is  that  this  man  would  evidently  very 
much  prefer  to  lose  his  mother-in-law. 

Q.  Well,  that  of  course  is  jocose,  but  seriously  he  has  paid 
in  apparently  about  seventy  dollars  and  he  got  a  paid-up 
policy  which  was  good  only  in  case  the  lady  died  within  a 
certain  time,  but  she  did  not.  Now,  there  is  a  practical  case, 
and  I  want  to  know  what  you  do  under  those  circumstances. 
Is  such  a  man  going  to  get  anything  for  the  seventy  dollars 
he  paid  in  ?  A.  Mr.  Hughes,  that  is  a  matter  of  practice,  with 
the  particulars  of  which  I  am  not  familiar.  I  will  ascertain 
that  the  same  as  with  the  other  cases  with  much  pleasure  and 
advise  you  what  the  finding  is. 
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Q.  It  must  be  a  matter  of  executive  policy.  In  other  words 
you  do  not  deal  with  cases  by  rule  of  thumb  ?  A.  No,  but  as 
I  certified  to  you  on  my  first  examination  the  practical  work- 
ing of  the  industrial  department  same  years  ago  passed  out 
of  my  hands  and  I  said  to  you  that  all  these  lines  of  inquiry, 
if  j'ou  would  address  it  to  the  proper  source,  say  Mr.  Fiske, 
you  would  get  entire  satisfaction.  But  the  operations  of  the 
company  have  grown  so  vast  and  various  that  no  one  mind  or 
one  man  could  possibly  keep  in  touch  with  all  the  changes 
that  are  being  made.  Such  changes  as  are  made,  I  am  glad 
to  say,  are  in  the  interest  of  the  policyholders.  The  tendency 
is  to  be  generous  to  a  fault  and  in  the  case  of  agents  who  do 
wrong  things,  as  some  of  "the  letters  assert,  of  course  I  do  not 
know  whether  it  is  wrong  or  not,  we  immediately  get  rid  of 
such  an  agent,  and  if  we  can  punish  him  for  such  a  thing 
we  try  to  do  it.  In  other  words,  we  try  to  keep  the  ranks 
pure. 

THE  CHAIRMAN:  I  do  not  quite  understand  the  point 
about  this  term  insurance. 

MR.  HUGHES :  In  answer  to  the  Chairman,  the  point  is 
that  in  such  a  case  something  would  be  done.  The  paid-up 
insurance  would  be  in  effect  paid-up  insurance  for  the  term  of 
years  which  constituted  the  then  expectation  of  life  accord- 
ing to  the  table  stated  in  the  policy.  The  actuary  stated 
that  if  the  applicant  requested  it,  they  would  give  a  whole 
paid-up  life  policy  instead  of  the  term  policy,  but  that  is  not 
stated  in  the  bond,  that  is  not  a  part  of  the  contract,  and 
they  do  not  have  to  do  it.  Now,  further  it  appears  from  some 
of  these  letters  that  in  cases  where  paid-up  policies  have  been 
applied  for  under  whole  life  policies  the  insured  has  apparently 
been  compelled  to  take  this  term  insurance,  and  at  all  events 
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has  taken  it,  and  seems  to  think  that  some  injustice  has  been 
done,  because  at  the  expiration  of  the  term  there  is  no  return 
for  the  money  paid  in  under  the  original  policy. 

THE  CHAIRMAN:  What  I  cannot  understand— I  have 
not  conferred  with  my  fellow  members  as  I  usually  do — is  why 
the  man  should  receive  anything  if  it  is  term  insurance  and 
the  term  has  expired  before  the  insurance  is  paid. 

MR.  HUGHES :  That  is  the  point  that  we  want  to  elicit, 
if  that  is  the  answer. 

Q.  In  other  words  what  do  you  think  of  that  kind  of  cases, 
in  other  words  isn't  it  true  that  in  practice  if  a  man  have 
a  policy  which  entitled  him  only  to  paid-up  insurance  for 
for  the  expectation  of  life  and  wants  a  policy  for  paid-up 
insurance  for  the  whole  life,  do  you  give  it  to  him  ?  A.  The 
actuary  so  testified  yesterday,  did  he  not  ? 

Q.  I  believe  he  did,  but  there  is  nothing  in  your  formal  contract 
to  that  effect.  A.  He  further  certified,  did  he  not,  that  the 
amount  of  paid-up  policy  issued  for  a  term  of  years  would  be 
larger  than  it  would  be  if  it  were  issued  for  a  whole-life,  that  is^ 
there  is  a  compensation  for  reducing  the  number  of  years  for 
which  the  paid-up  policy  runs?    Did  he  not  so  certify? 

Q.  I  think  he  did.  The  point  is,  if  you  are  desirous  of 
giving  the  holder  of  a  certain  class  of  policy  an  option  to  take 
either  kind  of  paid-up  insurance  he  chooses,  term  insurance  or 
whole-life  insurance,  why  don't  you  set  it  forth  in  your  con- 
tracts?    A.  Well,  it  might  be  a  good  thing  for  us  to  do  so. 

Q.  You  have  not  considered  the  advisabihty  of  it?  A.  1 
have  not.  Whether  my  brother  officers  have  or  not  I  cannot 
say. 

Q.  Or  when  you  do  issue  a  paid-up  policy  for  term  insurance 
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and  the  same  has  expired,  then  if  the  man  comes  to  you 
as  this  man  does  through  his  letter  and  says  what  am  I  to 
get  for  the  money  I  paid  in,  your  answer  is  nothing,  because 
we  gave  you  all  the  term  insurance  that  your  money  could  buy. 

MR.  MILBURN:  The  witness  had  said  that  is  a  matter  he 
does  not  have  charge  of  and  he  does  not  know  what  the 
practice  of  the  company  is. 

MR.  HUGHES:  Of  course,  if  he  is  not  prepared  to 
answer 

MR.  MILBURN:  That  is  what  he  says. 

MR.  HUGHES:  But  judging  from  what  Chairman  Arm- 
strong said  and  something  I  heard  echoing  approval,  I  thought 
we  would  now  have  a  statement  to  that  effect. 

MR.  FISKE:  Your  question  was  not  what  we  would  do 
in  a  particular  case.  In  that  case  if  there  was  any  particular 
distress  and  they  were  in  trouble  we  would  pay  it  although 
we  were  not  obliged  to  pay  it. 

MR.  HUGHES:  Then  do  you  deal  with  matters  upon  that 
basis,  of  paternalism,  dealing  with  cases  according  to  their 
merits  apart  from  the  requirements  of  the  contract? 

MR.  FISKE:  We  go  beyond  the  contract  in  cases  which 
appeal  to  our  sense  of  justice  or  sympathy,  and  do  it  every  day 
in  the  week. 

MR.  HUGHES :  Here  is  a  case  in  a  letter  which  says  "I 
am  a  policyholder  in  the  Metropolitan  Life.      You  will  see  by 
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the  statement  enclosed  the  length  of  time  I  have  been  insured, 
say  19  years,  and  the  amount  I  have  paid  in,  say  $455.10,  and 
the  amount  of  my  own  and  my  wife's  policies  $333,  which 
makes  a  difference  of  $218  in  my  favor."  Then  he  goes  on 
to  state  the  terms  of  his  policy  andrthe  fact  that  $96  of  them 
in  face  value  were  redeemed,  as  he  puts  it,  or  surrendered, 
on  a  payment  to  him  of  $36.26.  Then  he  goes  on  to  say  that 
he  tried  to  get  a  paid-up  policy  from  them  and  they  would  not 
give  it,  referring  to  the  other  insurance.  "In  September,  1902, 
when  I  made  the  settlement  with  them  and  the  Superintendent 
took  the  policies  and  one  of  the  premium  books,  he  told  me 
when  I  was  80  years  old  I  would  get  back  all  that  was  coming 
to  me.  I  am  now  past  80  years  old,  being  insured  at  61  years, 
and  when  I  spoke  to  him  about  it,  they  would  not  listen  to  me, 
but  set  me  back  another  year,  and  I  am  still  paying  premiums 
every  week.  It  amounts  to  this,  that  I  must  go  on  paying 
or  lose  all." 

MR.  FISKE :   No  such  state  of  facts  is  possible. 

Q.  Mr.  Fiske  says  no  such  state  of  facts  is  possible.  That 
accords  with  your  view,  Mr.  Hegeman?      A.  Yes,  sir. 

Q.  Here  is  a  man  who  gives  his  name  and  address  and  his 
policies  and  the  amounts.      A.  If  you  will  give  me  the  letter — 

Q.  I  shall  be  glad  to  give  you  the  letter,  so  that  one  of  these 
men  of  80  years  old  that  you  have  not  been  able  to  find  may  be 
able  to  get  whatever  may  be  coming  to  him. 

MR.  FISKE:  Our  practice  is  not  only  to  pay  endowment 
on  that  but  all  premiums  paid  after  80,  we  repay  them  all  the 
premiums  paid   after  80  years  of  age. 

MR.  HUGHES :  I  do  not  understand  how  it  is  if  a  man  over 
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80  to  whom  you  are  willing  to  give  these  concessions  is 
carrying  his  premiums,  that  you  cannot  locate  him  and  see 
that  he  gets  back  this  money  that  you  say  he  is  entitled  to. 

MR.  FISKE :  Only  because  we  have  seven  and  one-half 
millions,  and  cannot  figure  them  out.      We  go  by  numbers. 

MR.  HUGHES :  So  there  is  nothing  about  the  money  to 
show  he  is  aged  80  years? 

-  MR.  FISKE:    Not  at  all. 

THE  CHAIRMAN :  Why  does  this  company  make  a  prac- 
tice of  retaining  the  policies  themselves  instead  of  delivering 
them  to  the  policyholders?  Does  it  make  such  a  practice? 
A.  What  is  that? 

BY  SENATOR  TULLY: 

Q.  Does  the  company  as  a  rule  keep  possession  of  the  policies 
itself?      A.  When  it  sells  a  policy  to  a  customer? 

Q.  No,  after  a  policy  is  issued.  Was  it  not  testified  to  that 
it  was  delivered  to  a  policyholder  for  a  time  so  he  would  have 
an  opportunity  to  examine  it?      A.  No. 

Q.  And  then  it  is  returned  to  the  company  for  safe  keeping? 
A.  No.  What  I  meant  to  testify  to  yesterday,  if  I  understand 
the  scope  of  your  inquiry,  and  which  I  repeat  to-day,  is  this. 
A  policyholder  years  ago  would  occasionally  complain  that 
when  he  got  his  policy  its  terms  were  not  in  consonance  with 
the  terms  made  to  him  by  the  agent;  there  would  be  a  differ- 
ence in  the  premium  or  in  the  cost,  or  the  paid-up  provision 
or  something.  Thereupon  we  adopted  the  rule,  and  we  so 
state  on  the  policy,  that  the  policyholder  has  two  weeks  after 
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it  is  issued  and  put  in  his  hands  to  read  it  over,  talk  with  his 
friends  and  consult  with  whomsoever  he  pleases,  and  if  he  finds 
differences  in  that  policy  between  the  understanding  under 
which  he  was  induced  to  come  into  the  company  and  what 
the  policy  stipulates,  he  may  then  send  the  policy  back  and 
ask  us  for  what  he  paid  and  we  give  it  to  him  with  pleasure, 
in  order  to  avoid  future  misunderstandings.  We  want  him  to 
have  the  policy  that  he  bought.     Is  that  clear.  Senator? 

y.  But  the  physical  possession  of  the  policy  remains  with 
the  policyholder?       A.  Always. 

MR.  HUGHES:  It  is  proper  to  state  with  regard  to  the 
matter  of  the  guarantees  in  the  case  of  the  second  preferred 
stock  of  the  Pope  Manufacturing  Company  which  was  under 
advisement  last  evening,  that  the  matter  has  been  satis- 
factorily explained  to  the  Committee  by  Mr.  Milburn,  who 
had  personal  knowledge  of  the  facts.  It  appears  that  the 
guarantee  was  given  by  responsible  parties  who  had  no  con- 
nection with  the  Metropolitan  Life  Insurance  Company  or 
otherwise  with  any  matter  which  is  pertinent  to  this  inquiry, 
and  that  there  would  be  no  public  service  in  spreading  the 
facts  upon  record. 

THE  WITNESS  :  I  feel  that  I  ought  to  state  that  out  of  the 
great  mass  of  policies  issued  by  the  Metropolitan  Life  In- 
surance Company,  running  up  to  forty  or  fifty  millions  tn  all 
branches,  it  would  be  very  remarkable  if  there  were  not  quite 
a  number  of  complaints  and  some  of  them  just  complaints. 
Use  all  the  care  we  may  in  the  selection  of  agents,  we  do  find 
men  sometimes  whose  inclination  runs  away  with  their  judg- 
ment, and  it  is  possible  to  make  such  mistakes.  But  the 
tendency  of  the  company  is  to  do  right  by  the  policyholder  and 
sacrifice  the  agent,  and  to  have  no  one  in  our  employ  to  whom 
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any  charge  can  be  imputed  of  misrepresentation.  It  does  not 
mean  a  very  high  ideal  of  morality  to  do  that.  It  is  in  the 
interest   of   the    company. 

O.  With  reference  to  the  organization  of  agencies,  you  were 
unable  to  state  yesterday  the  amount  of  the  compensation  of 
the  superintendents.  I  mean  to  say  apart  from  salaries,  the 
total  amount  which  would  be  paid  superintendents?     A.  Yes. 

Q.  How  many  superintendents  have  you  in  the  City  of 
New  York? 

MR.  FISKE :  I  should  think  about  ten,  without  counting 
them. 

Q.  Do  you  mean  Greater  New  York  including  Brooklyn?  A. 
Yes. 

MR.  FISKE :   Oh,  more  than  that. 

A.  I  should  say  twenty. 

MR.  FISKE :  That  is  a  guess. 

Q.  Are  the  various  districts  different  so  far  as  their  earning 
capacity  is  concerned?  A.  That  depends  quite  largely,  Mr. 
Hughes,  upon  the  ability  of  the  men  at  the  work. 

Q.  What  is  the  best  districts  and  the  best  paid  man  in  New 
York?       A.  I  cannot  say  because  I  don't  know. 

Q.  Can  you  tell  me  about  what  the  maximum  amount  is 
that  an  agent  or  superintendent  in  New  York  will  get  under 
your  system  of  compensation? 

MR.  FISKE :  Do  you  mean  in  the  industrial — his  total  earn- 
ings in  the  industrial  or  ordinary  or  both? 
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MR.  HUGHES :  Yes,  I  would  be  glad  to  have  it  defined, 
either  way.     In  other  words  does  he  get  $25,000  a  year? 

MR.  FISKE:  Oh,  no,  I  am  hesitating  somewhere  between 
five  thousand  and  ten  thousand. 

Q.  Do  you  have  any  contract  with  your  superintendent  in 
force  now  other  than  this  form  of  contract  which  has  been 
introduced  in  evidence,  have  you  any  special  contracts  with 
special  men? 

MR.  FISKE:  We  have  seven.  Not  like  Megargee,  but 
intermediate  between,  where  they  have  a  continuing  interest 
in  the  business  like  Megargee  got,  but  no  new  ones. 

Q.  Those  are  seven  old  ones  which  have  not  expired? 

MR.  FISKE:    Yes. 

MR.  HUGHES:    Your  new  contracts  are  all  in  this  form? 

MR.   FISKE:    Yes. 

MR.  HUGHES:    How  long  has  that  been  the  case? 

MR.  FISKE :   Ten  or  fifteen  years. 

MR.  HUGHES:  Have  you  a  statement  of  the  legal  ex- 
penses showing  the  component  parts? 

MR.  FISKE:  It  is  not  completed  yet.  We  are  having 
it  prepared. 
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Q.  What  is  comprised  in  your  statement  of  December  31, 
1904,  under  the  head  of  "All  other  disbursements  $285,518.34?" 
AA'hat  do  you  put  under  that  general  designation?  A.  Well, 
it  would  be  pretty  hard  to  say.  Of  course,  the  expense  item 
of  the  business  is  pretty  large. 

Q.  Well,  do  you  put  any  expenses  there,  do  you  put  travel- 
ing expenses  there?      A.  No,  they  are  not  in  that  item. 

Q.  Where  are  they?  A.  Is  there  not  an  item  of  traveling  ex- 
penses higher  up  on  the  statement? 

Q.  I  do  not  identify  it  on  the  statement  as  published.  There 
is  a  traveling  expense  in  connection  with  agency  expense,  travel- 
ing and  all  other  expenses.  A.  I  think  the  traveling  is  included 
in  that. 

Q.  Do  you  pay  any  amount  for  legal  expenses  and  put  them 
under  that  head  of  all  other  disbursements?       A.  No. 

Q.  Do  you  pay  any  amounts  for  legislation,  and  put  it  under 
that  head?      A.  No,  not  a  dollar. 

O.  Has  your  company  made  any  contributions  for  political 
expenses  ?  A.  We  have  contributed  in  our  life  time  to  two 
campaign  committees.  Those  were  in  the  year  1896.  Never 
before  and  never  since. 

Q.  To  what  campaign  committees  were  they?  A.  We  gave 
a  thousand  dollars  to  the  Palmer  and  Buckner  sound  money 
Democrats,  and  gave  $7,500  to  the  National  Republican  Com- 
mittee, if  that  be  its  technical  name.  That  was  in  the  year 
when  the  16  to  i  heresy  was  rampant.  Our  directors  felt  that 
a  contribution  to  the  defeat  of  that  effort  was  more  a  matter 
of  morals  than  it  was  of  policy;  they  were  fearful  of  the  dis- 
turbagce  of  values  and  he  impairment  of  those  things  which 
we  had  which  made  for  security  of  the  policyholders,  so  that 
the  Finance  Committee  authorized  the  officers  to  make  these 
two  disbursements.  They  were  made  and  the  Board  ratified 
and  confirmed  and  approved  what  was  done,  the  board  feeling 
that  it  being  a  stock  company  they  had  the  right  and  were 
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responsible,  to  the  stockholders  for  the  honest  and  proper 
use  of  the  company's  surplus,  and  that  they  were  justified 
at  that  time  in  view  of  the  exigencies  of  the  occasion  to  make 
these  two  contributions,  %nd  they  made  them  without  regard 
to  the  political  parties  to  whom  they  went,  both  parties  work- 
ing in  the  same  effort,  and  the  difference  in  the  amount  being 
what  in  their  judgment  would  apply  to  their  relative  value  as 
working  forces. 

Q.  Has  your  company  made  any  payment  in  any  state  cam- 
paign?      A.  It  has  not. 

Q.  Here  or  elsewhere?      A.  No,  sir. 

Q.  Or  for  any  local  campaign?      A.  No,  sir. 

Q.  Or  to  directly  or  indirectly  support  the  candidacy  of  any 
candidate  for  judicial  office?      A.  Never  to  my  knowledge. 

Q.  Has  your  company  made  any  payments  to  Andrew 
Hamilton?       A.  It  has. 

Q.   When? 

MR.  FISKE :    I  have  a  list  of  them. 
(Producing  paper.) 

Q.  This  is  a  complete  statement?  A.  I  would  suggest  with 
respect  to  this,  that  as  the  entire  law  business  of  the  company 
is  in  charge  of  Mr.  Fiske,  that  you  direct  that  inquiry  to  him. 

Q.  I  simply  wanted  some  one  to  certify  it,  as  I  am  receiving 
it  for  the  purpose  of  the  record.  I  may  assume  it  is  correct? 
A.  You  may. 

MR.  HUGHES :  I  oflfer  that  paper  in  evidence,  it  is  in  the 
inverse  order  of  payment. 

(Paper  marked  Exhibit  No.  347,  and  read  by  Mr.  Hughes.) 
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Q.  Is  the  payment  of  May  5,  1904,  the  last  payment? 

Q.  Then  is  it  the  fact  that  Mr.  Hamilton  had  been  under 
retainer  at  the  rate  of  $1,000  a  year  by  the  Metropolitan  Life 
Insurance  Company  since  1892?  A.  For  the  term  of  years 
stated  on  that  schedule. 

Q.  Well,  there  it  is  stated. 

(Handing  paper.) 

A.  Yes. 

Q.  And  in  addition  to  such  retainer  he  has  from  time  to 
time  received  payment  for  special  services  ?     A.  So  it  appears. 

Q.  What  has  been  the  purpose  of  the  general  retainer?  A. 
In  general  to  keep  us  posted  as  to  all  bills  hostile  to  the  com- 
pany or  to  the  business  in  any  of  the  States  of  the  Union  and 
to  appear  before  committees  on  our  behalf  when  so  ordered 
and  to  do  anything  else  with  reference  to  pending  or  proposed 
bills  that  we  might  ask  him  to  do. 

Q.  What  were  the  special  services  in  1902  with  regard 
to  the  payment  up  to  $4,500?      A.  I  don't  remember. 

Q.  Who  would  know  as  to  that  ?     A.  Probably  Mr.  Fiske. 

Q.  In  1897  there  seems  to  have  been  a  special  work  re- 
quired in  five  States,  New  York,  Illinois,  Michigan,  Wisconsin 
and  Missouri,  for  which  Mr.  Hamilton  was  paid  $3,300,  and 
others  ten  thousand  dollars.  What  was  the  nature  of  the 
matters  requiring  those  services?     A.  I  do  not  now  recall. 

Q.  Did  you  yourself  visit  the  capitals  in  those  States  at 
that  time?     A.  I  did  not. 

Q.  Or  the  various  States?      A.  I  did  not. 

Q.  Your  memory  is  quite  clear  on  that,  is  it,  1897?  A. 
That  is  ten  years  ago? 

Q.  No,  that  is  eight  years  ago  last  spring?  A.  No,  I  did 
not  visit  the  capitals. 
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Q.  Well,  whether  the  capitals  or  not,  the  various  States? 
A.  Not  on  matters  of  legislation.  Those  matters  were  almost 
exclusively  attended  to  by  Mr.  Fiske. 

Q.  Who  is  Robert  Luscombe  ?      A.  I  don't  know. 

Q.  Who  is  Mr.  C.  P.  EUerbe  ?  A.  He  is  a  counselor  in 
Missouri. 

Q.  Schuyler  S.jOrd  is  a  counselor  in  Wisconsin  ?  A.I  don't 
know. 

Q.  Is  there  anyone  connected  with  your  company  who 
has  authority  to  make  disbursements  in  connection  with  mat- 
ters of  legislation  without  your  approval?      A.  Yes,  sir. 

Q.  Who  is  he?      A.  Mr.  Fiske,  the  vice-president. 

Q.  Does  Mr.  Fiske  make  disbursements  without  the  ap- 
proval of  the  Board  or  any  committee  for  such  purposes?  A. 
He  does. 

Q.  Are  there  any  other  purposes  for  which  payments  can 
be  made  from  time  to  time  on  the  order  of  any  executive 
officer  of  your  company  without  the  approval  of  any  board? 

MR.  LINDABURY:  You  mean  previous  approval,  don't 
you? 

Q.  Yes.  Previous  approval  or  authorization  of  any  com- 
mittee of  the  board.      A.  Are  there  any  other  payments? 

Q.  Yes.      A.  There  are. 

Q.  I  am  referring  now  to  payments  that  do  not  come  under 
general  authorization,  such  as  iroutine  payments  in  the  course 
of  business  which  of  course  you  are  making  constantly  every 
day?      A.  Yes. 

Q.  I  am  speaking  now  of  exceptional  payments  not  covered 
by  any  general  authorization,  and  I  want  to  know  to  what 
extent  moneys  are  disbursed  by  your  company  on  executive 
order  ?     A.  It  would  be  hard  to  define  that.     On  extraordinary 
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matters  we  seek  the  authority  of  the  Finance  Committee  or 
the  Board,  but  on  usual  matters,  or  matters  of  this  kind  Mr. 
Fiske's  own  judgment  would  guide  him. 

Q.  And  does  he  make  a  report  to  any  committee?  A. 
Sometimes  yes,  and  sometimes  he  does  not. 

O.  He  is  not  required  to?      A.  He  is  not. 

O.  Has  anybody  else  been  paid  for  services  in  connection 
with  matters  of  legislation  except  Andrew  Hamilton  and  the 
persons  whose  names  appear  in  this  exhibit  347?  A.  To  my 
recollection   no. 

MR.  FISKE :  We  have  had  counsel  in  other  States,  if  that 
is  what  you  want  to  know. 

THE  WITNESS:   Yes. 

MR.  HUGHES:    In  connection  with  legislation? 

MR.   FISKE:    Yes. 

MR.  HUGHES :  Have  you  a  statement  of  the  total  amount 
paid  for  that  purpose  for  a  series  of  years? 

MR.  FISKE ;  No.  I  can  get  it.  They  are  not  large,  but 
will  be  glad  to  get  it. 

THE  WITNESS :  If  you  had  told  us  we  would  heve  had 
this  ready  for  you. 

MR.  HUGHES :  You  have  done  very  well  as  it  is. 

MR.  FISKE:  I  merely  suspected  that  you  would  want  this, 
is  why  I  brought  it. 
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MR.  HUGHES :   You  had  a  very  shrewd  suspicion. 

Q.  Was  Mr.  Ellerbe  formerly  Superintendent  of  Insurance 

in  Missouri?      A.  I  think  he  was. 

Q.  When  was  he  superintendent  of  Insurance?  A.  I  don't 
know.      I  think  it  was  ten  years  ago,  or  more. 

MR.  LINDABURY:  He  was  a  lawyer  before  and  after  he 
was  superintendent. 

MR.  HUGHES :  Yes,  I  think  the  witness  said  he  was  a 
counselor  in  Missouri.  About  ten  years  ago  he  was  superin- 
dent  of  insurance.  I  should  like  to  have  a  statement  of  the 
payments  for  a  period  of  years.  Total  payments  made  in 
connection  with  matters  of  legislation. 

Q.  Have  you  made  any  payments  or  did  you  make  any 
payment  to  Mr.  James  F.  Pierce — ^your  company  of  course, 
I  mean?       A.  Never. 

Q.  He  has  never  been  under  retainer?      A.  Never. 

Q.  Or  any  other  superintendent  of  insurance  in  New  York — 
of  course  after  he  ceased  to  be  superintendent?  A.  Never. 
Mr.  Hughes,  now  that  you  may  not  go  wrong,  you  asked  Mr. 
Fiske  if  he  would  get  you  up  certain  facts 

MR.  HUGHES:  About  the  same  period  you  have  with 
Mr.   Hamilton,  ten  years. 

MR.  LINDABURY:  We  can  go  back  to  the  beginning  of 
history   if  you  want  them. 

MR.  HUGHES:  We  will  have  a  statute  of  limitations  on 
such  matters.       Ten  years  will  be  sufiScient. 
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THE  CHAIRMAN :  We  will  now  take  our  recess.  The 
witnesses  who  have  been  subpoenaed  for  the  morning  will 
kindly  attend  this  afternoon's  session,  which  will  begin  at 
2.30  P.  M.  sharp. 
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JOHN  R.  HEGEMAN,  resumed. 

MR.  HUGHES:  I  offer  in  evidence  a  letter  from  the  actuary 
of  the  MetropoUtan  Life  Insurance  Company  under  date  of 
October  12,  1905,  concerning  certain  matters  as  to  which  in- 
formation was  requested  by  the  Committee. 

(Paper  marked  Exhibit  No.  348  and  read  by  Mr.  Hughes.) 

Q.  In  your  statement  to  the  Insurance  Department  for  the 
year  ending  December  31,  1904,  I  find  item  of  agents' surety 
bonds  $344.54.  What  does  that  stand  for?  A.  That  stands  for 
the  cost  to  the  company  of  bonding  its  12,000  agents. 

Q.  Then  the  company  defrays  that  expense?  A.  I  cannot 
testify  positively  as  to  that,  Mr.  Hughes.  It  pays  the  expense 
in  the  case  of  certain  of  its  employees  and  it  recovers  the  expense 
or  a  part  of  it  in  the  case  of  some  others. 

Q.  Is  this  the  balance  of  a  debit  and  credit  account  of  such 
matters?     A.  I  assume  it  to  be. 

Q.  Is  there  any  particular  Company  with  which  agents  write 
their  bonds?  A.  The  business  has  been  done,  I  believe,  between 
the  American  and  the  National. 

Q.  The  American  Surety?    A.  Yes. 

Q.  And  the  National  Surety  Company?    A.  Yes. 

Q.  Are  the  agents  required  to  obtain  bonds  from  those  com- 
panies?   A.  We  obtain  them  for  the  agents,  as  I  understand. 

Q.  And  charge  the  agent  the  premium?    A.  Yes. 

Q.  What  is  the  amount  of  the  bond  required  from  soliciting 
agents?     A.  I  am  under  the  impression  it  is  about  $50. 
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Q.  What  is  the  amount  of  the  premium  upon  that  bond? 
A.  I  don't  know. 

Q.  What  is  the  amount  of  the  bond  required  from  assistant 
superintendents?     A.  I  don't  know. 

Q.  Is  there  any  bond  required  from  them? 

MR.  FISKE :  I  think  the  superintendents  bond  their  assistants. 

Q.  And  the  agents  bond  themselves? 

MR.  FISKE:  To  us,  I  think,  and  I  think  the  rule  is  they  pay 
the  first  year  and  we  pay  subsequent  years.  I  think  that  is  the 
rule. 

Q.  What  is  the  approximate  amount  of  the  total  paid  by 
agents  in  a  year  on  their  bonds?    A.  I  cannot  testify. 

Q.  Why  are  the  bonds  obtained  from  those  particular  com- 
panies— ^why  is  it  limited  to  those  companies?  A.  I  think  they 
are  the  two  principal  companies  in  the  city. 

Q.  That  is  the  only  reason?     A.  I  think  so. 

Q.  Have  you  or  any  officer  of  your  company  any  interest  in 
the  National  Surety  Company?  A.  I  have  ten  shares  of  its 
stock. 

Q.  Are  any  others  of  the  officers  of  your  company  interested 
in  it?     A.  None. 

Q.  Is  the  company  itself  a  stockholder  in  it?  A.  No,  never 
was. 

Q.  Have  you  or  any  officer  of  your  company  any  interest  in 
the  American  Surety  Company?     A.  No. 

Q.  Has  the  company  an  interest?    A.  No. 

Q.  Is  there  any  arrangement  by  the  company  or  any  of  its 
officers  to  obtain  any  part  of  the  amount  paid  the  surety  com- 
panies on  the  bonding?     A.  None. 
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Q.  Among  the  collateral  loans  made  by.  the  Metropolitan  Life 
Insurance  Company  I  find  under  date  of  May  20th,  1901,  a  de- 
mand loan  to  William  A.  Read  of  $200,000  at  ij^  per  cent,  in- 
terest— is  that  William  A.  Read  formerly  of  the  firm  of  Vermilye 
&  Company  and  now  of  the  firm  of  William  A.  Read  &  Company  ? 
A.  Yes,  sir. 

Q.  How  long  did  that  loan  run?  It  appears  from  the  state- 
ment furnished  by  the  company  that  that  loan  was  paid  off  on 
December  31,  1901,  and  on  March  27th,  1902,  appears  a  loan  to 
William  A.  Read  of  the  same  and  2  per  cent,  interest,  which 
seems  to  have  been  paid  on  December  20,  1902.  On  January 
2d,  1903,  there  appears  a  loan  to  William  A.  Read  of  $100,000 
and  2  per  cent,  interest,  paid  on  January  13,  the  same  year,  and 
a  further  loan  on  December  9th,  1903,  of  $100,000  at  ij^  per 
cent,  interest,  paid  on  December  31,  1903;  and  in  1904  without 
date  there  appears  a  loan  to  William  A.  Read  of  $100,000  at  ij^ 
per  cent,  interest  stated  to  have  been  paid  on  July  ist,  1904. 
Those  are  the  loans  mentioned  in  the  statement  of  your  company 
which  appear  to  be  made  to  Mr.  Read  at  i3^  and  2  per  cent, 
interest.  Will  you  state  why  those  loans  were  made  at  that 
rate?  A.  I  assume  them  to  have  been  about  the  call  rates  at 
the  time. 

Q.  Well,  do  you  know  that  to  be  the  fact?    A.  Positively,  no. 

Q.  It  appears  from  the  Financial  Review,  published  by  the 
William  P.  Dana  Company,  that  the  rate  of  call  loans  for  the 
week  ending  May  17,  1901,  ranged  at  the  Stock  Exchange  from 
2  to  8  per  cent,  with  an  average  of  5  per  cent.,  and  that  at  banks 
and  trust  companies  from  5  to  6  per  cent. ;  and  for  the  week  end- 
ing May  24th  at  the  Stock  Exchange  from  3  to  7  per  cent,  with 
an  average  of  4)4  per  cent,  and  banks  and  trust  companies  4 
per  cent.  It  appears  on  May  20th,  1901,  your  loaned  Mr.  Read 
$200,000  at  1 3^  per  cent.     Will  you  explain  that ?     A.  I  can  ex- 
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plain  that  the  loan  was  made  at  the  rate  you  have  read  from 
the  schedule. 

Q.  That  is  the  fact,  but  I  want  to  know  why  it  was  made 
apparently  below  the  market?  A.  It  was  made  very  largely  for 
the  reason  which  I  gave  on  the  first  day  when  I  was  called  as  a 
witness  with  respect  to  the  loans  made  to  Mr.  Dutcher  and  Mr. 
McCall.  Over  the  course  of  the  years  there  are  various  gentle- 
men who  have  rendered  unusual  services  to  the  company  and  we 
have  felt  that  whenever  the  opportunity  came  by  which  we  could 
reciprocate,  that  it  was  simply  fair  and  decent  for  us  to  do  so. 
Mr.  Read  has  been  a  very  helpful  man  to  the  company;  we  have 
inquiries  constantly  from  policyholders,  superintendents  and 
others  interested  in  the  company  from  around  the  country  about 
quotations  and  about  the  value  of  certain  things,  and  asking  for 
our  judgment  and  information  on  certain  properties  offered  to 
them,  and  we  have  always  sent  those  things  to  Mr.  Read  as  being 
an  expert  in  that  Une.  In  the  course  of  the  years  we  have  had 
a  great  many  of  these;  we  never  received  an  application  from  a 
downtown  man  or  a  large  application  in  the  ordinary  depart- 
ment from  any  of  the  principal  cities, bankers  and  brokers  and 
financial  men  but  we  have  submitted  it  to  him  for  his  knowledge 
if  he  had  any  as  to  the  insurability  of  the  risk,  and  he  has  served 
us  very  valuably  in  that  way  on  some  occasions. 

He  has  given  us  facts  that  otherwise  perhaps  we  could  not 
have  learned,  and  in  its  various  ways  he  has  shown  a  very  help- 
ful spirit,  has  been  of  a  good  deal  of  aid  to  us,  and  I  have  always 
felt  that  when  the  opportunity  came  when  I  could  show  that  the 
company  had  appreciated  what  he  had  done  I  would  exercise  it. 
That  is  the  only  explanation,  Mr.  Hughes,  I  can  make. 

Q.  Is  it  a  fact  that  the  Metropolitan  Life  Insurance  Company 
has  been  of  great  service  to  Mr.  Read?  A.  That  would  be  for 
him  to  testify  to,  sir. 

Q.  What  proportion  of  the  securities  bought  by  the  Metropoli- 
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tan  Life  Insurance  Company  in  the  last  ten  years  were  bought 
from  Vermilye  &  Company?  A.  I  have  no  knowledge;  I  have 
never  made  a  computation. 

Q.  It  is  a  very  large  proportion,  isn't  it  ?  A.I  should  say  that 
it  was.  They  were  originally  selected — Mr.  Read — and  the 
financial  officers  of  the  Company  by  the  previous  president, 
Mr.  Knapp.  About  twenty  years  ago  we  went  down  there  together 
without  any  letters  of  introduction  and  simply  selected  him 
because  we  knew  the  house  to  be  a  house  of  very  good  standing  and 
worthy  of  our  confidence.  As  time  went  on,  we  learned  to 
have  absolute  faith  in  their  conservative  recommendations. 
They  always  had  more  in  the  security  line  than  we  needed — 
I  am  speaking  now  of  Vermilye  &  Company,  so  that  we 
had  no  trouble  in  safely,  and  we  think  wisely,  investing 
the  surplus  funds  that  we  had,  and  they  did  so  well  with  the 
Company  that  I  could  see  no  reason  for  parcelling  out  that  busi- 
ness among  twenty  or  thirty  or  ten,  or  any  number  of  people; 
they  have  never  misled  us.  We  have  frequently  compared  the 
prices  we  have  paid  to  them  with  the  prices  that  other  companies 
quoted  for  the  same  securities;  sometimes  I  have  found  them 
a  little  over,  sometimes  I  have  found  them  a  little  under,  more 
frequently  I  have  found  them  at  the  same  price.  Some  time  ago 
in  closing  a  deal,  or  being  about  to  close  a  deal  for  one  hundred 
thousand  dollars  with  a  Broad  Street  firm,  I  asked  Vermilye  & 
Company  whether  they  could  save  us  anything  on  it,  and  they 
did — ^they  saved  us  five  thousand  dollars.  Afterward  they  in- 
vited the  company  into  certain  participations,  and  those  have 
been  very  profitable;  we  have  made  no  losses,  I  think,  except 
in  one  case,  and  that  is  a  small  one.  During  all  those  years  we 
have  never  heard  anything  to  the  detriment  of  the  firm,  but  on 
the  contrary,  everything  in  their  favor,  and  our  experience  with 
them  was  entirely  satisfactory,  so  that  we  saw  no  reason  to  dis- 
card them  and  divide  the  business  up  amongst  any  number  of 
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people.  As  to  the  future,  I  assume  we  shall  be  guided  as  we 
have  been  in  the  past,  by  our  own  judgment.  Briefly  we  have 
believed  as  to  the  policy  of  concentration  or  scatteration  in  this 
respect — we  have  believed  it  was  better  for  our  interest  to  have 
one  firm  as  our  advisors,  and  to  give  to  them  most  of  the  busi- 
ness. 

Of  course,  we  have  no  quarrel  with  anybody  who  had  some 
plans  better  than  our  own.  If  you  will  permit  me,  I  will  say  that 
on  the  bonds  and  stocka  which  we  have  sold  and  purchased 
through  them  we  have  cleared  about  $1,200,000;  on  the  syndi- 
cate operations  we  have  made  about  $650,000.  We  have  a  differ- 
ence in  market  values  on  the  things  we  now  have  on  hand,  of 
about  a  millions  and  a  half,  so  thatthere  is  between  three  and  four 
millions  to  the  good,  an  amount  which  we  could,  in  a  sense,  put  a 
match  to  and  burn  up  without  impairing  the  solvency  of  the  com- 
pany in  any  sense,  or  the  security  of  the  insured.  They  have 
treated  us  well;  we  have  abundant  faith  in  their  ability,  and  for 
that  reason  we  have  stuck  to  them. 

During  the  last  few  months  the  house  parted,  some  of  the 
partners  going  one  way  and  some  another,  and  we  naturally  went 
with  Mr.  Read,  as  he  had  been  the  man  in  the  old  house  with 
whom  most  of  our  transactions  had  been  made,  and  we  have 
bought  and  sold  to  them  during  the  last  five  or  six  months, 
most  of  the  purchases  and  sales  that  we  have  made  in-  the 
security  line. 

Q.  That  is  through  William  A.  Read  &  Company?  A. 
Through  William  A.  Read  &  Company. 

Q.  These  gains  that  you  have  mentioned  are  distributed  over 
how  long  a  period?     A.  I  think  over  the  last  ten  years. 

Q.  And  apply  to  what  kind  of  transactions?  A.  I  don't 
know. 

Q.  Well,  fifty  million  dollars?  A.  I  could  not  say;  it  would 
be  a  guess,  Mr.  Hughes.     If  I  knew  I  would  tell  you. 
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Q.  Well,  your  total  purchase  of  securities  for  the  past  ten 
years  appear  to  have  amounted  to  seventy -three  millions  of  dol- 
lars and  something  over.  Would  it  be  correct  to  say  that  fifty 
million  dollars  of  those  have  been  bought  through  Vermilye  & 
Company  and  William  A.  Read  &  Coinpany?  A.  I  could  not 
say  that.  We  have  about  seventy-five  million  of  dollars  on  hand 
now,  I  think. 

Q.  Perhaps  I  have  taken  the  list  on  hand  now  instead  of  the 
other.  I  have  not  the  list  of  totals  of  those  you  have  bought  and 
sold,  which,  of  course,  would  be  a  very  much  larger  amount  be- 
cause you  now  have  on  hand  some  seventy -three  million  dollars  ? 
A.  Yes. 

Q.  But  of  those  now  on  hand  you  have  bought  some  fifty  mil- 
lion dollars  or  more  through  William  A.  Read,&  Company  and 
Vermilye  &  Company,  have  you  not?  A.  Through  the  two 
houses  ? 

Q.  Yes.  A.  I  would  not  like  to  guess  at  it.  It  is  a  matter 
that  can  easily  be  added  up. 

Q.  Yes,  it  can  be  easily  added  up.  The  volume  of  your  pur- 
chases in  the  ten  years  over  which  these  gains  are  distributed 
would  be  roughly  what  amount?     A.  I  could  not  say. 

Q.  Well,  it  would  amount  to  some  hundreds  of  millions  of  dol- 
lars, would  it  not?     A.  I  should  think  not. 

Q.  Well,  we  can  easily  find  that  out,  of  course,  by  adding 
them  together.  You  have  now  one  loan  outstanding  on  the  part 
of  your  company  to  William  A.  Read,  which  was  made  on  March 
31st,  1905,  of  one  million  dollars  at  three  per  cent,  interest,  I 
believe?     A.  No,  sir. 

Q.  That  is  the  original  amount  of  the  loan  and  it  has  been  re- 
duced to  three  hundred  and  fifty  thousand  ?  A.  Does  the  paper 
show  that  that  amount  is  now  running  ? 

Q.  The  information  that  I  have  shows  on  the  statement  fur- 
nished October  2d,  1905,  the  balance  of  $350,000.     It  may  have 
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been  reduced  since  that  time.  A.  I  assume  that'  to  be  correct. 
What  rate  of  interest  does  that  bear? 

Q.  Three  per  cent.,  it  is  stated,  and  it  appears  from  your 
quarterly  loan  sheets  that  on  March  31st,  1905,  a  loan  was  made 
to  William  A.  Read  of  a  million  dollars  at  three  per  cent,  in- 
terest on  account  of  which  there  was  paid  on  June  ist,  $400,000, 
on  July  27th,  $50,000,  on  September  12th,  $50,000.  On  Septem- 
ber 13th,  $50,000  and  from  your  later  statement  it  would  appear 
that  another  hundred  thousand  dollars  was  paid  between  the 
date  of  the  first  statement  and  October  2nd,  leaving  a  balance 
$350,000.  Are  you  able  to  state  whether  that  loan  at  three  per 
cent,  was,  according  to  the  market  rate  for  call  loans?  A.  At 
the  time  it  was  made,  I  think  it  was. 

Q.  And  has  the  market  rate  for  money  remained  at  three  per 
cent,  from  March?     A.  It  has  not. 

Q.  Another  loan  appears  on  your  collateral  loan  sheet  to  the 
St.  Louis,  Rocky  Mountain  &  Pacific  Railroad  Company  syndi- 
cate for  one  year  at  five  per  cent,  as  commission,  the  amount 
being  $428,571.20.  Is  the  Metropolitan  Life  Insurance  Com- 
pany interested  in  that  syndicate?     A.  No,  sir. 

Q.  Are  you  or  any  officer  of  your  company  interested  in  that 
syndicate?     A.  No,  sir. 

Q.  What  is  the  security  for  that  loan  ?  A.  The  security  of  the 
bonds  of  the  road,  I  think,  at  65  and  the  obligation  of  the  indi- 
vidual syndicate  subscribers. 

Q.  Do  you  know  whether  or  not  the  road  has  been  built? 
A.  No,  sir,  the  road  has  not  been  built.  The  road  is  now  in 
course  of  construction,  I  believe.     That  is  a 

"  MR.  FISKE :  The  facts,  Mr.  Hughes,  are  stated  in  the  letter 
from  the  manager. 

(Producing  paper.) 
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MR.  HUGHES:  I  will  read  an  extract  from  this,  if  you  pre- 
fer? 

MR.  FISKE:    Certainly. 

MR.  HUGHES:  It  is  a  letter  from  Brayton  Ives,  president  of 
the  Metropolitan  Trust  Company  to  Haley  Fiske,  vice-presi- 
dent of  the  Metropolitan  Life  Insurance  Company,  under  date 
of  October  3d,  1905.  The  statement  in  it  relating  to  the  matter 
of  this  loan  is  as  follows: 

"The  participation  of  your  company  in  the  loan  of  $3,025,750 
referred  to  in  the  loan  agreement  is  one  million  dollars  of  which 
amount  you  have  thus  far  contributed  $571,428.35.  That  is 
$428,571.20,  first  payment  due  June  30th,  1905,  and  $142,857.15 
second  payment  due  September  20th,  1905.  The  remainder  of 
your  participation  is  due  in  three  instalments  of  $142,857.15 
each,  due  on  December  20th,  1905,  March  20th,  1906  and  June 
20th,  1906.  As  collateral  for  the  amount  thus  far  advanced  to 
the  managers  under  the  loan  agreement,  we  hold  in  addition  to 
the  original  syndicate  agreements  herein  before  mentioned, 
temporary  certificates  for  $2,380,000  first  mortgage  five  per  cent, 
gold  bonds  of  the  St.  Louis,  Rocky  Mountain  &  Pacific  Company^ 
all  of  which  papers  and  securities  are  held  for  the  benefit  of  all 
the  participators  in  the  loan,  according  to  their  respective  inter- 
ests." 

Q.  Do  you  know  whether  or  not  the  company  whose  bonds  are 
there  referred  to  is  now  earning  sitfficient  money  to  pay  this 
interest?     A.  I  do  not. 

MR.  FISKE :  Mr.  Hughes,  did  you  notice  here  the  list  of  sub- 
scribers to  the  syndicate  on  whose  obligations  we  made  that  loan? 
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MR.  HUGHES :  I  did  not.  I  would  be  glad  to  put  it  in  if  you 
desire. 

MR.  FISKE :   Just  as  you  desire. 

MR.  HUGHES :  A  list  is  now  presented  to  me  of  a  large  number 
of  persons  who  have  subscribed  for  some  four  million  six  hun- 
dred and  fifty-five  thousand  dollars  of  bonds  of  this  company, 
and  I  understand  Mr.  Fiske  to  state  that  they  have  signed  obli- 
gations for  this  loan. 

MR.  FISKE:   Or  the  managers. 

MR.  HUGHES:  Yes.  My  inquiry  was  directed  more  to  the 
collateral  than  the  primary  obligation. 

Q.  You  have  from  time  to  time  made  sales  of  certain  securities 
to  William  A.  Read,  have  you  not — when  I  say  you,  I  mean  your 
company.     A.  Yes,  sir. 

Q.  I  find  in  your  record  of  sales  that  between  April  4th,  and 
May  12,  1905,  you  sold  to  William  A.  Read,  Minnesota  Street 
Railway  and  St.  Paul  City  5's,  at  107.     A.  Yes. 

Q.  About  five  hundred  thousand  dollars  par  value,  the  sales 
being  as  follows: 

April  4th. $40,000  for  $42,800.00 

28,970.50 
29,985.00 
112,362.50 
107,000.00 
107,000.00 
107,000.00 


April  5th 27,000 

April  6th 28,000 

April  7th 105,000 

April  9th 100,000 

May  ist 100,000 

May  12th 100,000 


I  see  by  the  Commercial  and  Financial  Chronicle,  of  the  issue 
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of  April  8th,  1905,  that  first  s's  of  the  Minnesota  Street  Rail- 
way are  put  at  108  as  the  market  value  at  that  time.  Do  you 
know  whether  or  not  you  sold  to  these  to  Mr.  Read  somewhat 
under  the  market?     A.  I  did  not. 

MR.  LINDABURY:  You  will  remember  it  was  explained  the 
first  day  we  were  here  that  there  is  an  error  in  the  heading  there. 
It  says  to  Vermilye  &  Company,  it  means  through,  at  least  as  a 
rule.  I  think  that  was  mentioned  the  first  day  we  were  here. 
It  is  erroneous  to  assume  those  were  to  Vermilye  &  Company. 
It  means  it  was  through  them. 

MR.  HUGHES:  I  don't  know  whether  it  happened  to  be 
through  them  or  to  them.  Perhaps  Mr.  Hegeman  knows.  Of 
course,  the  fact  can  be  stated  whichever  it  is. 

THE  WITNESS  :  In  this  case  I  do  not  know. 

MR.  HUGHES:  It  hardly  affects  my  point,  however,  because 
whether  sold  through  them  or  not  in  view  of  the  relations  that 
have  been  stated,  it  would  have  been  supposed  that  the  market 
value  would  have  been  realized. 

MR.  LINDABURY:  True  enough,  but  I  think  it  might  cre- 
ate an  erroneous  impression. 

MR.  HUGHES:  If  it  would  appear  that  they  were  sold  to 
them  when  they  were  not? 

MR.  LINDABURY:   If  a  great  block  were  sold  to  them 

MR.  HUGHES:  Yes.  I  do  not  know  what  the  fact  is  except 
from  the  statement  which  says,  as  you  have  furnished  me,  sold 
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to  them.     You  say  it  may  cover  to  them  as  well  as  through 
them. 

1^    MR.  FISKE :  It  does  cover  it. 

MR.  LINDABURY:  We  explained  that  the  first  day  we  were 
here. 

Q.  But  there  were  sales  to  Vermilye  &  Company  or  to  Mr. 
Read  at  times,  were  there?     A.  To  or  through? 

Q.  To.  A.  They  were  the  only  ones  we  knew.  I  cannot  say 
that  they  bought  the  bonds. 

Q.  Were  they  selling  for  you  on  commission  which  you  paid 
or  did  you  sell  to  them  as  the  only  purchaser  you  knew?  A.  We 
sold  to  them  at  an  agreed  price. 

Q.  As  the  purchaser,  so  far  as  the  name  in  the  transaction 
was  concerned.     A.  I  should  say,  yes. 

Q.  Furthermore,  you  will  notice  that  on  May  ist,  one  hundred 
thousand  dollars  are  stated  to  have  been  sold  at  one  hundred 
and  seven  thousand  dollars  and  another  hundred  thousand  dollars 
May  12th. 

MR.  LINDABURY:  If  you  will  permit  me  to  say,  they  tell  me 
that  that  is  an  error  and  the  sales  were  for  the  most  part 
through  them,  and  they  received  a  commission  on  it.  Mr.  Hege- 
man is  mistaken  about  it.     We  will  let  you  know  about  it  later. 

THE  WITNESS:   What  date  is  that? 

MR.  HUGHES:  April  and  May,  1905. 

MR.  LINDABURY:  That  is  not  with  regard  to  this  particular 
transaction,  Mr.  Hughes.     I  do  not  know  about  this. 
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Q.  Now,  I  am  calling  your  attention  to  one  hundred  thousand 
dollars  of  these  same  securities  sold  on  May  ist  at  107  and  May 
12th  at  107,  and  it  appears  from  the  Commercial  &  Financial 
Chronicle  of  May  13th,  that  the  quotation  for  the  week  was 
109^.  Now,  I  want  to  know  what  explanation  you  have  of  this 
apparent  sale  of  securities  to  or  through  William  A.  Read  & 
Company  at  somewhat  under  the  market  value?  A.  Well,  I 
'  should  not  rely  upon  the  quotation  in  the  Financial  Chronicle  as 
accurate.     This  is  a  security  not 

Q.  Have  you  any  other  information?  A.  This  is  a  security 
not  actively  dealt  in,  held  I  think  in  a  few  hands  and  not  bought 
and  sold  daily  as  many  things  are  on  the  Exchange,  and  when  a 
quotation  gets  in  a  journal  like  that,  it  is  apt  to  stand  until  some 
transaction  is  known  which  would  alter  it.  Something  might 
occur  which  might  alter  it,  you  know. 

MR.  LINDABURY:  Let  me  say,  because  that  was  made  up 
during  Mr.  Hegeman 's  absence  in  Japan,  and  I  had  something  to 
do  with  it,  that  is  the  day  when  the  company  received  Vermilye 
&  Company's  check  on  the  sale,  and  the  clerks  made  it  up  in  that 
way,  and  it  does  not  follow  it  was  the  day  of  the  sale.  I  only 
mention  it 

MR.  HUGHES :  It  would  seem  of  course  that  the  day  would  be 
very  close  to  the  day  of  the  sale. 

MR.  LINDABURY:   Yes. 

MR.  HUGHES:  For  I  do  not  suppose  you  gave  credit  on  such 
transactions. 

THE  WITNESS:  No. 
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Q.  These  are  weekly  quotations,  and  I  have  noticed  that  the 
market  was  apparently  rising.  If  the  stock  was  not  actively 
dealt  in  and  the  Commercial  and  Financial  Chronicle  advises 
you  of  the  value  being  somewhat  in  excess  of  107,  why  should 
the  insurance  company  part  with  them  at  107  ? 

MR.  LINDABURY:  I  think  that  we  ought  to  have  a  day  or 
two  to  look  up  those  things.     You  could  hardly  expect 

MR.  HUGHES :  You  have  had  two  months,  and  this  is  furnished 
by  you. 

MR.  LINDABURY:  But  we  did  not  know  that  attention  was 
to  be  called  to  a  particular  transaction  like  that. 

MR.  HUGHES :  I  might  give  notice  now  that  attention  will  be 
given  to  every  item  that  appears  to  be  deserving  of  attention  in 
that  list. 

MR.  LINDABURY:   If  you  will  tell  us  what  ones. 

MR.  HUGHES:  It  is  impossible  for  me  to  repeat  my  examina- 
tion by  first  advising  you  of  my  examination  in  advance  and  then 
asking  the  questions.  I  will  do  the  best  I  can,  but  no  surprise 
should  be  had,  and  if  any  information  can  be  given  I  should 
be  glad  to  put  it  on  the  record,  and  if  the  witness  knows  now,  it 
is  only  a  few  months  back  and  the  amount  is  considerable — about 
half  a  million  dollars ;  and  if  it  occurs  to  him  why  the  sale  should 
have  been  made  I  would  be  glad  to  have  him  explain  it. 

THE  WITNESS:  I  think  it  is  quite  possible  a  transaction 
might  be  made  for  the  reasons  I  have  stated,  that  is  for  the  dif- 
ference between  that  amount  in  the  Chronicle  and  those  amounts 
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we  accepted.  Have  you  any  cases  where  it  worked  the  other 
way,  where  we  sold  for  more  than  the  Chronicle  figures? 

Q.  No,  I  have  not,  but  if  you  have  any  I  will  be  glad  to  have 
you  draw  my  attention  to  thera?  A.  No,  I  have  not,  but  I 
certified  some  little  while  ago  that  I  occasionally  had  been  in  the 
habit  of  comparing  purchases  and  sales  prices  with  those  of  the 
other  companies  and  what  I  found 

Q.  I  understand  from  the  testimony  already  introduced  that 
you  attend  to  this  business  on  the  part  of  your  company  and 
Mr.  Dutcher  who  was  fully  examined  in  regard  to  it  was  able  to 
give  hardly  any  information  because  of  your  absence,  and  that 
you  attended  to  this  matter  particularly  of  the  buying  and 
selling  of  securities.  I  am  only  asking  you  for  such  recollection 
as  you  have,  and  if  in  any  case,  on  looking  the  matter 
up,  you  find  that  you  can  correct  my  misapprehension,  I  should 
be  glad  to  put  the  statement  on  the  record.  But  now  calling 
your  attention  to  these  securities,  have  you  any  explanation  to 
make  in  regard  to  this  apparent  discrepancy  between  the 
published  quotation  and  the  price?     A.  I  have  not. 

Q.  I  find  here  a  sale  under  date  of  April  7th,  1905,  to  or 
through  William  A.  Read  &  Company,  of  Cincinnati,  Indiana  and 
Western  Railway  4's,  $200,000  at  97  M  and  I  find  in  the  Com- 
mercial and  Financial  Chronicle  of  April  i8th,  1905,  the  weekly 
record  given  as  98  bid  and  98  ^  asked.  Have  you  any  explana- 
tion of  that?  A.  I  have  no  explanation,  Mr.  Hughes,  except  the 
same  one  I  have  made  in  the  other  case,  and  that  would  apply  to 
all  these  cases. 

MR.  FISKE:  What  are  those  bonds? 

MR.  HUGHES:  Cincinnati,  Indiana  &  Western  April  7th, 
1905. 
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THE  WITNESS:  We  believed  the  offer  made  to  us  was  a 
fair  offer  when  we  accepted  it. 

Q.  Did  you  make  any  effort  to  ascertain  whether  the  offers 
made  by  Mr.  Read  were  such  as  you  should  accept  ?  A.  Yes,  I 
have  at  times  compared  the  offers  made  with  the  quotations  in 
this  same  paper,  and  I  have  talked  with  my  finance  committee 
and  asked  them  whether  they  joined  in  the  recommendations  to 
sell  the  bonds  at  the  price  offered.  But  it  is  a  thing  that  works 
both  ways.  Sometimes  it  may  appear  to  be  against  us  and  some- 
times it  may  be  for  us. 

Q.  Of  course  when  you  entertain  competitive  offers  and  do  not 
deal  with  one  house,  you  are  in  less  danger,  are  you  not?  A.  I 
would  not  say  that.  Now,  for  example,  during  the  last  week, 
Mr.  Hughes,  we  received  competitive  offers  from  several  houses 
on  certain  classes  of  securities,  that  is  on  three  same  securities 
yes,  on  half  a  dozen,  three  of  them  were  the  same,  and  in  three 
cases  Mr.  Read's  quotations  were  less  than  those  offered  by 
either  of  the  other  three  houses. 

Q.  I  find  under  date  of  May  i8th,  1905,  in  your  record  of  sales 
$200,000  sold  to  or  through  William  A.  Read  &  Company  of  the 
Minnesota,  St.  Paul  &  Sault  Ste.  Marie  4's,the  selling  price  being 
at  par,  and  I  am  informed  that  the  bid  in  the  market  at  that 
time  was  loi^.  Do  you  know  whether  that  is  so  or  not?  A. 
I  do  not. 

Q.  And  it  appears  that  having  sold  those  at  par  on  May  i8th, 
1905,  you  buy  in  the  following  August,  August  i8th,  the  same 
securities  at  a  slight  increase  in  the  price.  Why  should  you  have 
sold  them  at  all  and  then  buy  in  that  way,  or  why  should  you 
sell  apparently  under  the  market  bid?  A.  We  probably  sold 
them  because  we  believed  it  was  a  wise  thing  to  do  at  the  price 
we  were  offered.     We  evidently  bought  them  because  we  thought 
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it  was  wise  to  take  them  back.     It  was  quite  possible  for  a  differ- 
ence in  price  to  exist  between  the  time  of  selling  and  buying. 

Q.  I  notice  your  statement  yesterday  that  when  you  make  up 
your  annual  statement  of  your  securities  and  afifix  the  market 
value  you  send  it  down  to  Vermilye  &  Company,  or  did,  this 
being  prior  to  the  dissolution  of  the  firm,  to  have  it  checked  ofl? 
A.  No,  to  have  the  market  values  filled  in. 

Q.  To  have  the  market  values  filled  in.  Did  it  ever  occur  to 
you  with  a  view  to  ascertaining  whether  those  bond  values  were 
filled  in  at  amounts  over  the  published  quotation  to  show  an 
apparent  profit  on  purchases  of  securities  from  Vermilye  &  Com- 
pany?    A.  Let  me  understand  the  question. 

Q.  (Repeated)  A.  Well,  I  have  compared  the  prices  which 
they  filled  on  our  schedule  with  quoted  prices. 

Q.  Quoted  where?     A.  In  various  financial  papers. 

Q.  Including  the  Commercial  and  Financial  Chronicle?  A.  I 
would  not  say  that  positively.     Perhaps  yes  in  some  cases. 

Q.  I  find  that  in  your  statement  for  December  31st,  1904 

A.  I  might  have  said  before  that,  Mr.  Hughes,  that  we  some 
years  ago  applied  to  the  Insurance  Department  of  New  York  and 
asked  them  if  it  would  be  satisfactory  for  us  to  get  the  quota- 
tions from  Vermilye  &  Company  and  they  replied  that  it  was, 
and  thereupon  I  think  we  have  quite  invariably  relied  upon  them 
for  the  figures  and  have  always  believed  them  to  be  accurate. 

Q.  I  find  for  example  that  in  your  statement  of  December 
31st,  1904,  you  put  in  Detroit  United  Railway  consoUdated 
bonds,  $500,000  par  value  at  96)^  and  I  find  in  the  Financial 
and  Commercial  Chronicle  January  7th,  1905,  the  value  of  the 
Detroit  United  Railway  consolidated  for  the  end  of  the  year  is 
put  in  at  bid  94  asked  95  ?  A.  And  yet  it  may  have  been  possi- 
ble, Mr.  Hughes,  they  may  have  had  an  offer  just  at  that  very 
time  at  that  price;  in  other  words,  we  rely  upon  the  good  faith 
and  accuracy  of  their  statements  and  we  never  had  occasion  to 
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doubt  them.  But  it  hardly  would  appear  to  be,  because  they 
entered  963^  and  some  paper  should  quote  94  that  that  was  fatal 
to  their  judgment  and  honor. 

Q.  The  quotation  was  94  bid  and  95  asked?  A.  I  say  at  very 
moment  they  may  have  had  an  ofEer  of  963^. 

Q.  But  you  of  course  don't  know  anything  about  that?  A. 
No,  I  do  not. 

Q.  But  it  appears  that  these  securities A.  We  have  al- 
ways had  absolute  faith  in  their  integrity. 

Q.  But  it  appears  that  these  securities,  that  is,  $500,000  of 
Detroit  United  Railway  consolidated  had  been  purchased  by  you 
from  Vermilye  &  Company  on  December  2 2d,  nine  days  before, 
at  94.  A.  Yes,  but  there  is  nothing  unusual  in  a  stock  going  up 
in  nine  days  two  points  and  a  half. 

Q.  But  the  trouble  is  that  whatever  indications  we  have  here 
of  value  is  that  it  had  not  gone  up  and  the  price  was  94  still? 
A.  Perhaps  you  have  the  wrong  indication. 

Q.  Have  you  any  evidence  that  would  justify  that  suggestion? 
A.  I  have  not  at  the  moment. 

Q.  The  fact  that  appears  here  is  that  Vermilye  &  Company 
sold  on  December  2cd  at  94  and  that  on  December  31st  they 
put  the  value  in  your  statement  at  96}^  and  the  bid  price  at 
that  time  was  94)^. 

MR.  LINDABURY:  I  don't  think  that  you  should  say  that 
the  latter  is  a  fact. 

MR.  HUGHES:  I  am  taking  it  from  the  Commercial  and 
Financial  Chronicle.  If  you  have  better  authority  of  course  I 
would  be  glad  to  get  it. 

THE  WITNESS:  What  object  would  they  have  in  making  it 
96K? 
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Q.  I  cannot  imagine  any  object  except  to  show  that  the  trans- 
actions were  profitable?  A.  If  they  had  put  it  in  at  94  they 
"would  not  have  shown  they  were  unprofitable. 

Q.  No,  but  putting  it  at  963-^,  if  you  want  to  pursue  +he  argu- 
ment, shows  they  were  profitable.  A.  It  really  made  no  differ- 
ence to  the  company,  a  few  points  more  or  less  in  the  market 
value  made  no  difference  at  all. 

Q.  Perhaps  you  can  explain  how  it  should  be  done.  Was  it  at 
all  desirable  that  the  securities  bought  in  this  way  should  have 
appeared  to  be  worth  more  at  this  time  than  the  price  paid,  and 
that  your  transactions  were  profitable  ?  A.  It  was  not  necessary 
for  it  to  appear,  if  it  was  not  an  honest  statement. 

Q.  And  that  your  market  values  were  above  the  book  values? 
A.  Was  there  any  reason  why  that  should  appear? 

Q.  Yes.     A.  Not  the  least. 

Q.  Now,  it  would  appear  that  this  is  not  an  isolated  case.  There 
are  a  number  of  cases  for  example,  here  is  December  14th,  1904, 
a  purchase  from  Vermilye  &  Co.,  of  Minnesota  Street  Railway 
and  St.  Paul  City  Consolidated  Fives,  $250,000  par  value  for 
$256,250,  which  would  be  between  102  and  103,  and  those  are 
put  in  your  reports  of  December  31st,  1904,  as  worth  105,  al- 
though the  asked  price  from  the  Commercial  &  Financial  Chron- 
icle I  am  advised  is  stated  at  the  end  of  the  year  as  103.  Have 
you  anything  further  to  say  in  regard  to  that?  A.  What  were 
the  quotations?  A.  103  asked,  purchased  within  about  two 
weeks  at  between  102  and  103  and  scheduled  at  105?  A.  There 
would  be  no  object,  Mr.  Hughes,  in  giving  that  quotation  if  it 
were  not  the  truth. 

Q.  Of  course  increase  in  your  market  values  goes  in  to  swell 
your  surplus,  doesn't  it,  as  you  figure  it?  A.  We  are  not  so 
short  of  surplus  that  we  need  that. 

Q.  I  know  you  are  not  short,  but  that  is  the  result?  A.  It  is 
not  the  object. 
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Q.  Well,  whatever  that  may  be,  the  fact  is  that  is  the  result? 
A.  It  is  hardly  fair  to  confiiie  your  quotations  to  one  journal, 
however  excellent  that  paper  may  be  or  however  accurate  in  the 
main.  It  would  seem  to  be  more  proper  to  get  the  quotations 
from  a  certain  number  of  reputable  banking  houses,  and  if  we 
had  had  the  time  your  experts  have,  it  would  have  given  us  an 
opportunity  to  make  up  the  figures  the  other  way. 

Q.  It  has  been  sufficient  for  me  to  ask  for  your  explanation,  to 
give  the  accepted  authority  in  the  city  for  that  time.  If  there 
is  any  explanation  that  can  be  given  or  if  the  quotation  is  wrong, 
why,  I  shall  be  very  glad  to  correct  it.  A.  We  used  our  best 
judgment,  and  relied  upon  the  integrity  of  those  gentlemen. 

Q.  Did  you  in  dealing  with  them  ever  get  quotations  from 
various  bankers  in  the  way  that  you  suggest  that  I  should  now 
do — did  you  in  dealing  with  those  securities  I  have  just  men- 
tioned last  December  do  that?  A.  I  have  had  the  same  things 
offered  to  me  by  other  bankers. 

Q.  In  connection  with  these  sales  we  have  called  your  atten- 
tion to?    A.  These  particular  ones? 

Q.  Yes.  A.  No,  I  could  not  say  that  I  have,  and  yet  I  might 
have ;  I  will  not  say  that  I  did  not. 

Q.  Do  you  recall  the  Western  Pacific  Railway  bond  syndi- 
cate?   A.  I  do. 

Q.  What  was  the  participation  of  your  company,  the  Metro- 
politan in  that  syndicate?  A.  Have  you  the  papers  which  show 
our  participation? 

Q.  I  have  a  statement  referring  to  it.  What  do  you  make  it 
to  be?  A.  I  have  not  the  statement  here  before  me  showing 
what  it  is.     I  know  that  we  did  participate. 

Q.  Was  it  a  participation  of  three  millions?  A.  I  think  it 
was. 

Q.  Now,  do  you  know  what  the  Western  Pacific  Railway 
Company  is?     A.  Well,  it  is  a  line  to  be  built  by  the  Gould  inter- 
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est  from  Salt  Lake  City  to  San  Francisco  carrying  their  lines  to 
the  Pacific  Coast. 

Q.  Do  you  know  that  it  is  a  projected  road  not'yet  constructed  ? 
A.  I  do. 

Q.  Do  you  know  whether  it  has  yet  acquired  an  entrance  into 
San  Francisco?    A.  I  beheve  that  it  has. 

Q.  How  recently?     A.  I  don't  know. 

Q.  Do  you  know  whether  it  has  any  earnings?  A.  As  yet, 
not. 

Q.  Do  you  know  whether  the  proposition  as  they  say  in  Wall 
Street  has  been  opposed  ?  A .  It  would  be  very  unnatural  if  it  had 
not  been. 

Q.  You  happen  to  know,  do  you  not,  that  that  is  the  one 
which  has  been  vigorously  opposed  by  other  railroad  inter- 
ests? A.  I  do  not.  These  bonds  are  guaranteed,  I  assume 
that  you  are  aware,  by  a  traf&c  contract. 

Q.  What  traffic  contract?  A.  Made  with  the  Denver  & 
Rio  Grande  and  the  Rio  Grande  &  Western. 

Q.  When  is  that  traffic  contract  to  go  into  operation?  A.  I 
think  they  guarantee  the  interest  from  now  on. 

Q.  Do  you  know  whether  they  do  or  not?  A.  That  is  my 
impression. 

Q.  Do  you  know  whether  it  is  an  absolute  guarantee?  A.  I 
am  quite  sure  that  the  interest  on  all  of  these  bonds  during  the 
construction  of  this  road  is  deposited  in  trust  by  those  two 
roads. 

Q.  Have  you  as  a  basis  for  that  assurance  some  knowledge 
which  led  you  to  go  into  this  operation  or  is  that  a  mere  im- 
pression?   A.  No,  those  are  facts  of  which  we  were  informed. 

Q.  By  whom?     A.  By  William  A.  Read  &  Company. 

Q.  Who  are  the  syndicate  managers?  A.  Not  entirely — is 
not  there  some  one  with  them? 
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Q.  I  say,  who  are  the  syndicate  managers?  A.  I  don't  know. 
Have  you  a  list  there;  I  have  not  a  list  of  syndicates. 

Q.  I  have  not  a  list  here  of  syndicate  managers.  I  inferred  it 
was  William  A.  Read. 

MR.  FISKE:  Blair  &  Company,  William  Solomon  &  Com- 
pany and  William  A.  Read  &  Company. 

Q.  Now,  what  was  this  syndicate's  price?  A.  It  is  stated 
on  your  schedule,  is  it  not? 

Q.  No,  it  is  not.     A.  I  have  not  got  it  before  me. 
Q.  Wasit92j^?    A.  Yes,  sir. 

MR.  LINDABURY:    92^  and  interest. 

Q.  Did  the  Metropolitan  Life  pay  an  additional  }/^  per  cent., 
or  93  for  the  privilege  of  withdrawing  the  bonds?  A.  If  the 
syndicate  agreement  so  provided,  which  I  am  not  able  to  testify 
to  from  memory. 

Q.  Well,  the  syndicate  agreement  did  not  provide  that  you 
were  required  to  withdraw  your  bonds?     A.  I  don't  know  that. 

Q.  Haven't  you  any  recollection  about  that?    A.  No,  sir. 

Q.  Do  you  know  whether  all  the  members  of  the  syndicate 
have  withdrawn  bonds?     A.  I  don't  know. 

Q.  Don't  you  know  that  as  a  matter  of  fact  you  availed  your- 
self of  an  option  to  withdraw  them  and  paid  93  for  the  bonds 
on  the  withdrawal?  A.  As  I  now  recall  it,  I  believe  we  did — 
923^  and  3^  per  cent,  expenses  to  the  syndicate  managers. 

Q.  Why  did  you  pay  93  for  an  option  to  withdraw  those 
bonds  upon  a  railroad  property  or  upon  a  railroad  not  yet  con- 
structed, and  having  no  earnings?  A.  No  obligation,  except 
we  agreed  to  do  it  when  we  entered  into  the  syndicate  that  if 
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we  did  withdraw  we  should  pay  the  syndicate  managers'  ex- 
penses. 

Q.  Why  didn't  you  allow  the  bonds  to  be  sold  in  the  market 
and  take  your  profit  without  investing  three  millions  in  par 
value  in  those  securities?  A.  Because  we  thought  that  the  in- 
vestment at  that  price  would  turn  out  more  profitably. 

Q.  Did  you  have  any  data  for  that,  except  estimates  on  the 
earnings  of  the  road  not  yet  built?  A.  I  think  not — and  the 
guarantees  of  which  I  have  spoken. 

Q.  I  would  be  glad  to  have  a  copy  of  that  guarantee  furnished 
that  we  may  see  just  what  the  terms  of  it  are.  Are  you  per- 
sonally interested  in  that  syndicate?     A.  Not  in  the  least. 

Q.  Any  officer  of  your  company  ?     A.  Not  in  the  least,  no. 

Q.  Have  you  been  at  any  time?  A.  I  have  not.  The  appli- 
cations for  participation  in  that  syndicate  I  believe  ran  up  to 
one  himdred  and  twenty -five  millions  dollars. 

Q.  Let  me  run  over  this  list  of  syndicates — have  you  a  copy 
of  the  one  furnished  by  the  company? 

MR.  LINDABURY:  Mr.  Hughes,  you  remember  some  atten- 
tion was  called  to  some  errors  in  that  and  we  have  made  a  cor- 
rected one  for  you.  You  may  take  this  but  I  will  substitute 
one. 

MR.  HUGHES:  I  will  mark  this  sheet  now  presented  for 
identification. 

MR.  LINDABURY:  No,  mark  this  one.  I  have  got  the  rib- 
bon copy. 

(Sheet  marked  Exhibit  No.  349  for  identification). 

MR.  HUGHES:  Now,  I  am  furnished  with  a  more  detailed 
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syndicate  schedule,  giving  all  particulars,  I  am  advised  with 
regard  to  the  syndicate  participations  of  the  Metropolitan  Life 
Insurance  Company,  which  I  will  mark  for  identification. 

(Paper  marked  Exhibit  No.  350  for  identification.) 

Q.  I  find  here  under  date  of  August  2d,  1905,  the  Minnesota, 
St.  Paul  and  Sault  Ste.  Marie  first  consolidated  mortgage  bonds 
syndicate,  William  A.  Read  &  Company,  managers,  participation 
$500,000,  price  99  and  interest,  withdrawal  $500,000  at  99  and 
interest;  purchases  $500,000  at  loo^^  and  interest.  Were  you 
interested  in  that  syndicate?     A.  No,  sir. 

Q.  Will  you  kindly  take,  to  save  time,  the  list  that  has  been 
furnished  here.  Exhibit  No.  349  for  identification,  and  tell  me 
in  which,  if  any,  of  the  syndicates  you  were  personally  interested? 
A.  I  cannot. 

Q.  Why  not?  A.  I  have  not  it  in  my  memory,  but  I  can 
ascertain  it.  Did  you  make  any  inquiry,  Mr.  Hughes,  about 
that  August  2d,  1906,  syndicate? 

Q.  Yes.     A.  What  did  you  ask? 

Q.  I  asked  if  you  were  interested  in  it.  A.  That  was  the  only 
inquiry  you  made? 

Q.  Yes.     A.  I  told  you  I  was  not. 

Q.  Is  there  something  else  you  would  like  to  say  about  it 
A.  No,  I  did  not  know  but  that  you  were  asking  some  particulars 
about  it,  why  it  was  done  in  the  way  that  it  was. 

Q.  Now,  take  these  syndicates  as  mentioned  in  the  detail 
sheets  you  have  before  you,  the  long  sheets  numbered  34  to  39, 
inclusive,  which  appear  to  be  syndicate  participations  in  1905, 
in  all  of  which  William  A.  Read  &  Company  are  either  syndicate 
managers,  or  part  of  the  syndicate  managers,  and  tell  me  whether 
you  have  been  interested  in  any  of  them.     A.  I  cannot  answer 
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for  the  same  reason,  but  if  those  were  syndicates  of  this  year, 
1905,  I  can  say  that  I  was  in  none  of  them. 

Q.  They  appear  to  be  of  this  year.  A.  Yes,  I  have  been  in 
no  syndicates  since  1904. 

Q.  Were  you  in  syndicates  in  the  year  1904?  A.  I  think  I 
was  in  two  or  three. 

Q.  Take  the  Cuba  Bond  Syndicate,  were  you  in  that?  A.  I 
was  not,  from  memory. 

Q.  The  People's  Gaslight  Syndicate  Company?  A.  I  cannot 
say. 

Q.  The  Wabash  &  Pittsburg  Terminal  Syndicate?  A.  Same 
answer. 

Q.  The  Minnesota,  St.  Paul  &  Sault  Ste.  Marie  Consolidated 
Bonds?  A.  I  cannot  say  as  to  that.  I  can  say  in  general,  Mr. 
Hughes,  that  I  have  been  in  about  two  dozen  syndicates  within 
ten  years  and  I  have  profited  to  the  extent  of  forty -five  thousand 
dollars  or  forty-eight  thousand  dollars  during  that  time.  The 
names  of  those  syndicates  I  cannot  now  recall. 

MR.  HUGHES:  Without  taking  time,  then,  to  search  your 
memory  for  mere  general  recollections  at  the  moment,  if  you 
will  furnish  as  the  other  officers  of  the  company  examined  have 
furnished,  a  statement  of  your  individual  participations,  I  will 
be  glad  to  have  that. 

THE  WITNESS:  Yes, 

MR.  HUGHES:  Covering  the  cases  in  which  the  Metropolitan 
Life  Insurance  Company  was  itself  a  participant,  in  the  syndicate 
and  also  the  cases  in  which  it  was  not  a  participant,  but  purchased 
bonds  from  the  syndicate  managers. 

MR.  LINDABURY:  We  will  have  that  prepared,  Mr.  Hughes. 
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Q.  Does  the  Metropolitan  Life  Insurance  Company  hold  any 
bonds  of  the  Randolph,  Macon  Coal  Company'     A.  It  does. 

Q.  To  what  extent?  A.  To  the  extent,  I  think,  of  a  million 
Hollars. 

Q.  When  was  the  investment  made — to  assist  your  memory, 
was  it  bought  on  February  2d,  1905?  A.  I  should  think  then, 
or  thereabouts. 

Q.  At  95?     A.  At  95. 

Q.  Was  William  A.  Read  one  of  the  sellers?  A.  We  bought 
them  through  him. 

Q.  Do  you  know  who  the  sellers  were?     A.  I  do  not. 

Q.  Is  that  a  projected  enterprise?  A.  That  is  a  working  con- 
cern. 

Q.  What  are  its  earnings?  A.  I  don't  know,  but  enough  to 
pay  its  fixed  charges,  I  believe,  and  make  a  surplus. 

Q.  Is  it  a  consolidation  for  the  purpose  of  developing  certain 
properties?  A.  I  believe  it  is.  They  are  the  owners,  as  I  re- 
member, of  some  forty-seven  thousand  acres  of  coal  land  in 
Randolph,  Howard  and  Macon  Counties  in  Missouri,  embracing 
some  two  hundred  million  tons,  I  think,  of  bituminous  coal. 
They  are  producing  about  a  million  and  a  quarter  tons  a  year, 
if  I  remember  right ;  in  1906, 1  think  they  estimate  they  will  pro- 
duce at  least  two  millions  of  tons.  Out  of  $1,800,000,  I  think 
we  own  a  million ;  and  we  receive  with  those  bonds  one  hundred 
thousand  dollars  of  stock  as  a  bonus. 

Q.  I  was  coming  to  that.  The  estimated  earnings  for  1905 
were  how  much?  A.  I  don't  know.  Now,  we  may  have  the 
record  at  the  office.  I  assume  that  we  have.  That  was  a  matter 
passed  upon  by  the  full  Finance  Committee  after  a  very  careful 
examination  into  the  merits  of  the  company. 

Q.  It  is  an  investment  the  propriety  of  which  will  be  deter- 
mined by  the  success  of  the  contemplated  operations?     A.  Well, 
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the  Finance  Committee  did  not  think  there  was  any  doubt  about 
it  when  they  took  it. 

Q.  Leaving  their  belief  out  of  the  question  for  a  moment  in 
order  to  ascertain  the  grounds  of  it,  I  want  to  ask  whether  the 
confidence  in  the  investment  is  not  based  upon  the  estimate  of 

future    earnings — that    is   whether ■    A.  I    should   not    say 

whether  or  not;  it  is  based  upon  what  it  has  done  in  the  past 
and  likely  to  do  in  the  future. 

Q.  You  would  not  have  made  an  investigation  -on  what  is  done 
in  the  past?  A.  Not  entirely,  it  is  evidence  of  what' it  will  be 
in  the  future, 

Q.  In  other  words  it  is  not  an  investment'  in  an  established 
property  without  regard  to  future  developments  andpospective 
returns  from  new  operations?  A.  I  would  not  say  it  ist not  an 
established  property. 

Q.  In  part  established  and  in  part  not?  A.  Notias  much  es- 
tablished as  it  will  be  later  on  when  it  comes'  to'  be  sure. 

Q.  And  those  bonds  were  floated  upon  the  estimates  ^hich 
were  made  of  the  results  from  undeveloped  property?  A.  Par- 
tially so,  that  and  what  it  had  already  produced. 

Q.  Were  you  in  the  Allis-Chalmers  syndicate?  A.  Individ- 
ually ? 

Q.  Yes.     A.  Much  to  my  regret  I  was. 

Q.  How  did  that  result?     A.  It  resulted  in  a  heavy*  loss. 

Q.  My  eye  did  not  catch  that  among  the  list.  I  should  with- 
draw that  last  statement,  for  now  on  a  substitution  of  papers 
my  eye  does  catch  the  particular  syndicate,  referred  to,  to-wit: 
the  Allis-Chalmers  syndicate,  the  participation  of  .the  Metropoli- 
tan Life  Insurance  Company  was  $500,000.  What  was  your 
participation?     A.  I  don't  know. 

Q.  Now,  I  note  in  j^our  statement  of  results  in  the  syndicate 
schedule  of  your  company  there  is  stated  opposite  that  item  a 
loss  of  $7,232.97.     There  is  also  under  the  head  of  remarks  ref- 
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erence  to  certain  preferred  stock  and  certain  common  stock.  I 
find  from  your  report  to  the  department  in  this  State  on  Decem- 
ber 31,  1904,  the  book  value,  Allis-Chalmers  Company,  evidently 
referring  to  preferred  stock  $596,122  and  the  market  value  of 
$402,063 ;  and  also  Allis-Chalmers  Company,  apparently  common 
stock,  book  value  $66,425,  market  value  $45,169,  showing  a  total 
loss  of  $215,315  on  those  securities.  Now,  how  do  you  figure 
this  loss  of  $7,232.97  in  the  syndicate  schedule?  A.  Because 
what  the  syndicate  turned  in  to  us  in  November,  1903,  was 
$87,700  of  our  preferred  stock,  and  $265,700  of  common  stock, 
which  is  entered  in  our  ledger  as  of  the  value  at  that  time,  that 
is  at  86  for  the  first  and  25  for  the  common,  and  it  will  stand  at 
that  value  in  the  ledger  as  the  ledger  or  book  value  until  finally 
sold,  because  that  is  the  only  time  when  we  can  tell  what  the 
loss  or  profit  would  be;  but  putting  them  in  that  this  price  was 
to  us  at  that  time  a  loss  of  $7,232.97.  Now,  we  may  come  out 
of  that  with  a  profit;  we  may  come  out  of  it  with  a  loss,  but  it 
will  be  only  one  time  we  can  determine  that,  and  that  is  when 
we  have  parted  with  the  securities. 

Q.  Pardon  me.  Your  statement  of  December  31,  1904, 
shows  your  preferred  stock  at  a  book  value  of  $596,122  and  your 
market  value  $402,063.  Taking  the  statement  of  the  common 
stock  as  given  to  the  department  it  would  appear  that  accord- 
ing to  the  market  values  which  you  gave  at  that  time  the  loss 
was  $215,000  as  I  have  stated? 

MR.  LINDABURY:  It  would  not  be  on  the  syndicate  oper- 
ations. 


Q.  Now,  isn't  it  a  fact  that  you  in  making  these  statements  of 
profits  and  losses  in  your  syndicate  schedule,  did  not  take  into 
consideration  the  results  of  the  securities  which  you  acquired 
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through  the  syndicate  transactions,  but  merely  the  debit  or 
credit  balances  on  your  account  with  the  syndicate  managers? 

MR.  LINDABURY:  That  is  true.  There  is  hundreds  and 
thousands  of  profits  on  the  sales,  nothing  of  which  appears  on 
this  account. 

MR.  HUGHES:   And  there  are  losses. 

MR.  LINDABURY:  No;  there  are  several  thousand  dollars 
to  our  credit  if  we  take  credit  for  these  things  in  the  syndi- 
cate transactions? 

MR.  HUGHES:  In  the  aggregate.  But  there  were  individual 
cases  of  profits  and  individual  cases  of  losses. 

MR.  LINDABURY:  They  are  almost  all  profits;  there  is  only 
very  few  as  to  any  loss. 

MR.  HUGHES:  I  have  made  the  statement  as  to  profits,  and 
I  want  the  whole  statement.  I  will  take  that,  and  I  also  want 
the  other  fact  that  there  were  losses. 

MR.  LINDABURY:  Oh,  sure,  but  wonderfully  few,  sur- 
prisingly so. 

MR.  HUGHES:  I  am  glad  of  that,  but  here  is  one;  we  take 
the  syndicate  schedule  ,^we  do^not  take  the  statement  which"  pur- 
ports to  show  the  state  of  the  securities,  but  only  the  result  of 
the    syndicate    contribution. 

MR.  LINDABURY:   I  can  tell  you  what  it  is. 
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MR.  HUGHES:  If  you  want  to  make  up  a  statement  of  it 
and  present  it  I  will  be  glad  to  have  you  do  so. 

MR.  LINDABURY:   I  have  it  somewhere  here. 

Q.  I  omitted  to  ask  you  in  regard  to  that  Randolph,' Macon, 
with  reference  to  the  stock  you  mentioned.  I  think  you  said 
there  was  some  bonus  stock  there?  A.  One  hundred  thousand 
dollars. 

Q.  A  hundred  thousand  dollars  of  that  stock.  Was  that  a 
bonus  or  was  anything  paid  for  it  speciaily  ?  A.  That  was  a 
bonus, 

MR.  LINDABURY:  Mr.  Hughes,  I  will  call  your  .attention 
to  the  fact  that  so  far  as  syndicate  securities  are  sold  the  selling 
price  is  given? 

MR.  HUGHES:  When  they  are  not  closed  out. 

MR.  LINDABURY:  We  have  not  anything  on  this  paper 
that  shows. 

THE  WITNESS:  About  that  one  hundred  thousand  dollars 
you  were  asking  about  ? 

Q.  Yes,  you  have  answered  that  there  was  such  an  amount. 
A.  A  bonus. 

Q.  It  is  held  by  the  company  ?     A.  Yes. 

Q.  Did  any  officer  of  the  company  or  yourself  receive  any 
stock  in  the  transaction?     A.  Not  at  all,  not  a'dbllar. 

Q.  Have  you  or  any  officer  of  your  company  received  any 
stock  from  any  source  in  connection  with  any  of  the  participa- 
tions in  these  syndicates?     A.  Never. 
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Q.  What  led  you  to  invest  in  this  AUis-Chalmers  Company? 
A.  Because  we  thought  it  one  of  the  wisest  investments  we  could 
put  the  money  into. 

Q.  Who  brought  it  out?     A.  Who  brought  it  out? 

Q.  Yes.  That  is  the  proposition — was  it  Vermilye  &  Com- 
pany? A.  I  don't  know  whether  it  was  the  Central  Trust 
Company  or  Vermilye  &  Company  or  the  two  together. 

Q.  It  appears  according  to  your  schedule  it  was  Vermilye  & 
Company?  A.  Very  well,  we  will  accept  it  at  that.  Up  to  the 
time  that  company  was  formed  of  various  constituent  com- 
panies had  for  the  three  years  previous,  I  think,  to  work  two 
shifts,  a  day  and  night,  never  stopped  their  work,  and  they  had 
■rejected  more  orders  than  they  had  accepted  and  with  that 
record  before  them,  with  the  other  facts,  our  Finance  Com- 
mittee thought  it  was  a  wise  thing  to  invest  in. 

Q.  It  was  a  case  of  a  combination  of  plants  and  an  issue  of  se- 
curities against  the  estimated  value  of  the  whole  and  their  sup- 
posed earning  capacity  operated  in  combination?  A.  Yes, 
based  of  course  upon  their  past  history. 

Q.  Based  on  their  past  history  as  individual  units?     A.  Yes. 

Q.  And  according  to  the  best  estimates  you  can  obtain  you 
and  the  members  of  your  finance  committee  believed  that 
through  the  combination  gains  would  be  realized  and  that  the 
investment  in  the  stocks  of  the  consolidated  enterprise  or  bonds 
of  the  consolidated  enterprise  would  be  a  profitable  invest- 
ment?    A.  Absolutely. 

Q.  But  it  is  a  striking,  illustration  of  the  danger  of  relying 
upon  estimates  even  with  regard  to  properties  which  are  estab- 
lished when  you  go  into  a  new  flotation  of  securities  based  upon 
the  prospective  of  the  combination?  A.  It  is  a  striking  illus- 
tration when  it  works  that  way. 

Q.  It  is  a  striking  illustration  that  sometimes  they  do  work 
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that  way.  A.  Yes,  but  it  does  not  follow  that  it  always  works 
that  way. 

Q.  Not  at  all,  but  it  does  follow  that  insurance  companies 
should  be  very  gu'arded  in  investing  in  that  class  of  securities  ? 
A.  We  have  always  sought  to  be. 

Q.  And  with  the  best  efforts  that  you  have  made  and  your 
finance  committee  made  in  regard  to  such  a  matter  you  find  that 
it  is  impossible  to  avoid  a  loss  at  times?  A.  It  is  impossible  to 
be  infallible. 

Q.  And  so  it  is  better  to  deal  with  those  things  that  are  estab- 
lished and  not  at  all  left  to  prospective  earnings  through  con- 
solidations and  flotations  of  combined  securities?  A.  It  is  a 
matter  of  judgment. 

Q.  Now,  do  you  know  the  Worcester  Railway  &  Investment 
Company?     A.  I  know  that  company. 

Q.  Were  you  in  that  syndicate?     A.  No,  sir,  I  think  not. 

Q.  I  notice  that  the  syndicate  managers  were  the  Old  Colony 
Trust  Company  and  Vermilye  &  Company  and  that  the  partici- 
pation of  the  Metropolitan  Life  Insurance  Co.  was  $500,000. 
Now,  you  state  in  the  syndicate  schedule  that  that  transaction 
showed  a  profit  of  $38,219.75,  with  the  remark  that  this  profit 
resulted  from  the  high  withdrawal  price.  Is  it  a  fact  that  the 
investment  in  the  securities  of  the  Worcester  Railway  property 
syndicate  resulted  in  a  loss  to  that  Company?     A.  Well,  if  we 

had  sold  them  out I  don't  know  whether  they  have  been 

sold  since  the  31st  of  December,  1904 — if  we  had  sold  them  then 
it  would  have  resulted  in  a  loss. 

Q.  In  other  words,  taking  the  valuation  of  the  securities 
obtained  by  your  Company  through  that  syndicate  as  stated  in 
your  report  to  the  department  on  December  31,  1904,  there 
would  have  been  a  loss  of  about  $96,000,  and  if,  against  that 
you  credit  the  profit  of  $38,000  in  the  syndicate's  operations, 
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there  would  be  practically  a  loss  of  about  $58,000.  A.  Some- 
thing like  that.     We  don't  always  strike  it,  Mr.  Hughes. 

Q.  That  was  a  case  of  consolidation,  was  it?  A.  Without 
looking  up  the  records  I  would  not  say.  I  would  not  trust  those 
things  to  memory. 

Q.  It  was  the  case  of  the  formation  of  an  investment  company 
whose  bonds  and  stocks  were  issued  against  the  securities  of  the 
companies  that  went  into  the  combination?  A.  It  may  have 
been.     If  I  was  at  the  office  I  could  tell  you  accurately. 

Q.  You  remember  enough  about  it  to  know  it  was  one  of  those 
cases  where  the  investment  was  based  upon  the  estimated 
earnings  of  a  consolidated  company?  A.  I  assume  that  that 
element  entered  somewhat  into  the  calculation. 

Q.  Were  any  of  the  officers  of  your  Company  interested  in  that 
syndicate?     A.  Not  to  my  knowledge. 

Q.  Are  you  a  shareholder  in  the  Metropolitan  Bank?  A. 
I  am. 

Q.  To  what  extent?  A.  I  have  500  shares  which  I  took  with 
the  idea  of  selling  down  to  two  hundred  or  one  hundred  if  any 
strong  interest  came  along  who  would  add  deposits^and  profits 
to  the  institution.  J 

Q.  Will  you  state  the  circumstances  which  led  to  the  organiza- 
tion of  the  bank?  A.  We  were  very  wishful  to  have  a  bank  on 
that  comer,  feeling  confident  that  a  very  profitable  business 
could  be  done  on  that  side  of  the  street.  , 

Q.  You  refer  now  to A.  To  Fourth  Avenue  and  23d 

Street  in  our  new  building.  There  is  no  bank  for  some  distance 
either  way,  north  and  south,  east  and  west.  One  of  the'  Wall 
Street  institutions  had  designed  to  go  up  there  and  we  had 
fixed — we  had  the  office  fixed  up  in  that  view.  The  managers 
of  that  institution  afterwards  determined  to  stay  down  town. 
We  had  given  out  in  the  meantime  that  a  bank  was  to  go  there 
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and  we  felt  some  responsibility  for  it.  We  thereupon  organized 
a  Metropolitan  Bank,  first  because  we  thought  ,it  was  a  wise 
thing  to  do  and  principally  our  banking  interests  are  growing 
larger  and  larger  year  by  year  and  we  thought  we  ought  to  have 
them  so  managed  as  that  the  profits  thereby  should  to  sonde 
material  extent  go  to  the  Metropolitan  Life  Insurance  Company. 
We  thereupon  organized  that  bank  with  a  million  dollars  capital 
and  $225,000  or  $250,000  of  subscribed  surplus.  It  has  been 
going  five  or  six  months  and  has  made  about  one  per  cent,  per 
month.  We  interested  in  it  a  number  of  the  heads  of  our 
departments  and  clerks,  for  two  reasons,  first  as  a  kindness  to 
them,  and  second  that  they  might  be  helpful  to  the  bank  which 
they  have  been — ^they  have  brought  in  quite  a  large  number  of 
accounts.  The  bank  bears  all  the  outward  and  visible  indica- 
tions of  prosperity.  We  thought  it  was  a  wise  thing  to  do. 
We  think  so  yet.  Ultimately  it  will  be  the  active  account  of  the 
Company,  which  is  a  very  large  one,  as  we  have  to  handle  both 
ways  many  hundreds  of  thousands  of  checks  running  sometimes 
up  to  three  or  four  thousand  a  day,  and  it  is  a  most  convenient 
location  for  us. 

Q.  The  Maiden  Lane  National  Bank  surrendered  its  charter 
prior  to  the  formation  of  the  Metropolitan?  A.  Yes;  we  made 
the  Metropolitan  out  of  the  Maiden  Lane. 

Q.  What  were  the  interests  of  the  officers  of  the  Metropolitan 
Life  in  the  Maiden  Lane  prior  to  that  conversion?  A.  None 
whatever. 

Q.  Then  the  officers  you  have  referred  to  of  the  Metropolitan 
Insurance  Company  took  stock  de  novo  in  the  Metropolitan 
Bank?    A.  Yes. 

,Q.  And  what  amount  is  held  by  the  executive  officers  of  the 
Metropolitan  Life  Insurance  Company  ?  A.  Besides  myself  I  think 
Mr.  Fiske  holds  two  hundred  shares,  and  the  other  officers  may 
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hold  between  them  all — I  don't  know  whether  they  hold  a  hun- 
dred shares — Mr.  Hughes — a  very  small  amount. 

Q.  What  is  the  capital  of  the  bank?     A.  A  million  dollars. 

Q.  Are  you  interested  in  the  National  Shoe  &  Leather  Bank? 
A.  Individually? 

Q.  Yes.  A.  I  have  held  for  about  twenty  years  one  hundred 
or  a  hundred  and  twenty-five  shares. 

Q.  Are  other  officers  of  your  company  interested  in  the  bank? 
A.  Mr.  Fiske  to  a  very  slight  extent. 

MR.  FISKE:  Ten  shares. 

THE  WITNESS:  Ten  shares  to  qualify  him  as  a  director. 

Q.  Was  there  a  syndicate  formed  in  1902  to  obtain  control  of 
that  bank?     A.  I  think  there  was. 

Q.  Were  you  a  member  of  that  syndicate?     A.  I  was  not. 

Q.  Were  any  of  the  officers  of  your  company  members  of  that 
syndicate?     A.  I  believe  Mr.  Fiske  was. 

MR.  FISKE:  No,  I  was  not;  nobody  was. 

Q.  Who  were  on  the  committee  making  the  offer  for  the  pur- 
chase of  the  stock  of  the  National  Shoe  &  Leather  Bank — was 
Mr.  Fiske  one  of  the  committee  ? 

MR.  FISKE:  I  think  I  was. 

Q.  And  did  he  represent  in  that  himself  individually  or  the 
Metropolitan  Life  Insurance  ■  Company  ?     A.  Probably  both. 

MR.  FISKE :  I  was  not  in  the  Shoe  &  Leather  Bank.  I  could 
not  represent  myself.     I  only  had  ten  shares  in  that  bank. 
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MR.  HUGHES:  That  is  what  I  want  to  get  at. 
MR.  FISKE:  Of  course  I  represeixted  the  Metropolitan  Life. 
BY  MR.  HUGHES: 

Q.  What  was  the  object  of  the  Metropolitan  Life?  Was  it 
endeavoring  to  acquire  an  interest  in  the  shares  of  the  National 
Shoe  &  Leather  Bank?     A.  When? 

Q.  In  1902  at  the  time  of  the  formation  of  this  syndicate? 
A.  I  think  they  then  owned  some  interest. 

Q.  To  what  extent?  A.  I  don't  know  (to  Mr.  Fiske).  Did 
it? 

MR.  FISKE:  Yes. 

Q.  What  does  it  own  now?  A.  It  owns  now  some  1800  shares 
— about  1800  shares  of  Shoe  &  Leather  Bank — no;  we  own  6,327 
shares. 

Q.  Out  of  what  total?  A.  Out  of  a  million  dollars,  out  of 
10,000  shares. 

Q.  So  that  you  own  a  majority  of  that  stock?  A.  We  own  a 
majority. 

Q.  What  is  the  interest  of  the  Metropolitan  Life  Insurance 
Company  in  the  Metropolitan  Bank?     A.  About  40  per  cent. 

Q.  What  dividends  are  paid  by  the  Metropolitan  Bank?  A. 
It  is  only  four  or  five  or  six  months  old. 

Q.  Has  it  declared  any  dividend?     A.  It  has  not. 

Q.  What  dividends  are  paid  by  the  National  Shoe  &  Leather 
Bank?  A.  The  National  Shoe  &  Leather  Bank  is  accumulating 
its  surplus.     It  is  paying  none  now. 

Q.  Are  you  individually  interested  in  the  International  Bank- 
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ing  Corporation?  A.  I  have  owned  loo  shares  since  it  was  or- 
ganized.    Have  you  the  date  when  it  was  organized? 

Q.  I  think  I  can  put  my  hand  on  it.  A.  Whenever  it  was. 
Away  back.     I  was  an  original  subscriber. 

Q.  Were  other  officers  of  the  Metropolitan  Insurance  Company 
interested  in  that?     A.  I  believe  they  are  not. 

Q.  I  notice  that  on  April  nth,  1905,  there  was  a  considerable 
block  of  the  stock  of  the  International  Banking  Company,  in 
fact  the  entire  amount  of  the  stock  as  appears  by  your  report 
of  December  31st,  1904,  sold  or  relinquished  to  the  International 
Banking  Corporation.  What  was  that  transaction?  A.  We  in- 
vested in  the  capital  stock  of  the  International  Banking  Corpora- 
tion to  the  extent  of  $500,000  par  value  which  took  about  $1,000,- 
000,  some  three  years  ago,  with  the  idea  of  utilizing  in  its  behalf 
and  sold  to  the  profit  of  the  Metropolitan  Life  Insurance  Com- 
pany the  large  number  of  banks  with  which  we  are  doing  busi- 
ness throughout  the  United  States,  numbering  between  1800  and 
2000.  The  managers  of  the  International  Banking  Corporation 
however  rather  inclined  to  the  Oriental  business,  banking  and 
exchange  business  in  the  far  East.  In  the  meantime  they  had 
acquired  the  controlling  interest  in  the  Shoe  &  Leather  Bank 
when,  finding  that  our  purposes  and  wishes  with  respect  to  the 
International  could  not  be  carried  out,  we  suggested  the  exchange 
of  the  securities,  we  giving  up  our  International  and  taking  from 
them  the  Shoe  &  Leather.  That  is  how  we  became  possessed  of 
this  amount  of  Shoe  &  Leather  stock,  and  how  we  came  to  part 
with  the — ^we  have  some  $52,500  of  the  International  Banking 
Corporation  which  cost  us  137,  now  selling  at  160  and  something. 

Q.  I  have  been  furnished  a  statement  of  the  average  daily 
balances  of  the  Metropolitan  Life  Insurance  Company  in  certain 
banks  and  trust  companies  by  months  from  September,  1900,  to 
September,  1905.     I  wilThave  it  marked  for  identification. 

(Paper  marked  Exhibit  351  for  identification.) 
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MR.  HUGHES:  It  appears  from  this  that  the  deposits  with 
the  Metropolitan  began  in  May,  1905,  $595,748.88  being  the  bal- 
ance at  the  end  of  that  month,  and  the  balance  in  September 
was  $1,448,016.33. 

Q.  What  rate  of  interest  is  allowed  upon  that?  A.  1  think  2 
per  cent. 

Q.  I  notice  there  were  during  May,  June  and  July  deposits  of 
half  a  million  dollars  with  William  A.  Read  &  Company.  What 
rate  of  interest  was  paid  on  that  ?  A.  Without  reference  to  the 
books,  I  cannot  answer.     Can  you  answer,  Mr.  Fiske? 

MR.  FISKE:  The  rate  of  interest? 
THE  WITNESS:  Yes. 

MR.  FISKE:  Is  it  not  on  that  paper  I  gave  to  you?  I  can 
get  it  for  you. 

Q.  I  notice  the  deposits  withVermilye  &  Company  from  June, 
1904,  to  March,  1905,  ran  at  approximately  at  $115,000,  with  the 
exception  of  December,  1904,  when  they  amounted  to  $172,000. 
When  was  that  firm  dissolved,  was  it  at  the  end  of  March,  1905? 
A.  I  think  so. 

Q.  And  then  William  A.  Read  &  Company  started  in  business, 
and  it  appears  there  was  then  deposited  with  them  $500,000. 
Why  was  that  deposit  made?  A.  Because  we  had  the  money 
and  the  finance  committee  authorized  it,  or  the  board. 

Q.  Why  was  their  deposit  made  with  them  on  the  beginning 
of  their  business,  and  so  much  larger  than  the  deposits  which  had 
been  made  for  a  considerable  time  with  the  preceding  firm,  was 
it  to  help  them  start  in  business?    A.  I  would  not  say  that. 

Q.  Would  you  deny  it  ?    A.I  should  deny  that  they  needed  it. 
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Q.  Can  you  say  why  you  g^ve  it  to  them?  A.  Because  we 
had  the  money  and  selected  them,  perhaps,  as  against  some  other 
depository. 

MR.  LINDABURY:  The  rate  of  interest  there  was  quite 
large. 

MR.  FISKE :  International  was  4  per  cent. 

MR.  HUGHES:  I  am  talking  now  of  Read  &  Company. 

MR.  FISKE :  I  think  it  was  zH  per  cent.  Here  are  all  the 
rates  of  interest. 

MR.  HUGHES:  Cannot  we  substitute  this  for  the  other? 

MR.  FISKE :   Yes,  I  wish  you  would.     3  per  cent. 

(Paper  now  presented  by  Mr.  Fiske  is  substituted  in  place  of 
Exhibit  351  for  identification  and  so  marked.) 

MR.  HUGHES:  From  this  statement  of  the  average  daily 
balances  in  banks  and  trust  companies  it  appears  that  the 
National  Shoe  &  Leather  Bank  the  deposits  on  September, 
1905,  was  $1,726,353.29,  and  the  rate  of  interest  was  2  per  cent. 

Metropolitan  Trust  Company,  deposits  September,  1905, 
$448,  321.67  and  the  rate  of  interest  allowed  upon  deposits  down 
to  that  time  is  stated  to  be  2  per  cent,  to  April  i6th,  1903,  3 
per  cent,  to  July  ist,  1903,  3  per  cent,  to  July  ist,  1904,  and  2j^ 
per  cent,  to  date. 

Vermilye  &  Company,  the  deposit  account  is  closed  in  March, 
1905,  the  last  balance  being  $115,760.84,  and  the  rate  of  interest 
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was  3  per  cent,  to  March  31st,  1900,  2  per  cent,  to  December  31st 

1901,  3  per  cent,  to  September  ist,  1903,  with  a  note  which 
states  4}4  per  cent,  on  $250,000  from  August  6  to  December  3  ist, 

1902,  and  from   September  ist,  1903,  to  March  31st,   1905,   2 
per  cent. 

Hamilton  Trust  Company,  balance  September,  1905,  $459,- 
693.09;  rate  of  interest  2  per  cent.  January  2d,  1900,  to  date, 
with  a  note  that  the  Hamilton  Trust  Company  paid  no  interest 
from  December  30th,  1900,  to  April  ist,  1905,  on  $100,000. 

Q.  Why  was  that?  A.  I  don't  know.  It  was  done.  I 
don't  know  what  the  reason  was,  except  that  we  were  largely 
interested  in  their  prosperity. 

Q.  Well,  your  interest  in  their  prosperity  you  mean  was  your 
interest  in  their  stock?  A.  The  company  owned  one-fifth  of 
its  stock. 

Q.  Did  your  interest  to  the  extent  of  one-fifth  of  the  stock 
lead  you  to  give  them  $100,000  on  loans  without  return  for  five 
years?    A.  It  seems  so. 

MR.  HUGHES:  City  Trust  Company,  the  last  balance  is 
$125.17  in  July,  1903,  and  the  rate  of  interest  2  per  cent. 

Trust  Company  of  America  last  balance  May,  1905,  $22,460.96 ; 
interest  3  per  cent. 

New  York  Exchange  National  Bank  last  balance  July,  1905, 
$6,000;  interest  2  per  cent. 

Lincoln  Trust  Company  last  balance,  September,^  i90S> 
$165,341.95 ;  interest  stated  in  a  note  as  3  per  cent,  to  November, 
1904,  and  2^  per  cent,  to  date. 

Federal  Trust  Company,  balance  September,  1905,  $264,879.83 
interest  3  per  cent. 
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International  Banking  Corporation,  last  balance,  January, 
1905,  $205,680;    interest  4  per  cent. 

International  Banking  Corporation,  Washington,  last  balance 
November,  1904,  $479,166.67;  interest  5  per  cent. 

Franklin  Trust  Company,  last  balance  September,  1905, 
$104,717.15;    interest  3  per  cent. 

Maiden  Lane  National  Bank,  balance  February,  1905,  $13,- 
636.36,  March,  ^1905,  $100,000,  April,  1905,  $100,000;  no  in- 
terest. 

Q.  Why  was  that?     A.  What  was  that  in? 

Q.  Apparently  no  interest  was  allowed  on  the  $100,000  de- 
posited in  those  two  months  with  the  Maiden  Lane  National 
Bank. 

MR.  FISKE :  That  was  the  time  the  Metropolitan  was  formed, 
was  it  not? 

THE  WITNESS:    Yes. 

MR.  HUGHES-:  What  has  that  to  do  with  it? 

MR.  FISKE :  I  don't  know.  I  was  calling  his  attention  to 
that  fact. 

THE  WITNESS:  The  only  answer  that  I  can  make  is  that  it 
was  done.     It  was  thought  at  the  tirne  to  be  wise. 

Q.  Well,  do  you  recollect  why?     A.  Specifically  no. 

Q.  Well,  generally.  A.  Generally,  the  bank  was  ours,  and 
in  the  process  of  transformation  into  a  new  one,  that  is  all. 

Q.  It  was  yours,  to  the  extent  that  you  had  how  much  of  its 
stock?  A.  Well,  we  had,  I  think,  practically  secured  the  control 
of  it. 
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MR.  FISKE:  I  don't  remember  the  particulars,  but  we  had 
a  large  control  of  it  before  we  turned  it  over  into  the  Metropoli- 
tan and  had  options  on  it. 

MR.  HUGHES :    You  don't  know  what  percentage  of  it  ? 

MR.  FISKE:  Practically  all  as  I  remember.  It  was  during 
the  formation  of  the  Metropolitan. 

MR.  HUGHES:    Were  these  moneys  advanced  to  it? 

MR.  FISKE :  Not  in  the  least. 

MR.  HUGHES:  Why  should  you  have  put  them  there  at  all? 

MR.  FISKE:  To  help  a  bank  that  the  Metropolitan  was  inter- 
ested in. 

MR.  HUGHES:  It  was  liquidating,  was  it  not,  and  going  to 
surrender  its  charter  in  a  month  ? 

MR.  FISKE:  But  as  a  matter  of  fact  there  never  was  a  time 
when  there  was  no  bank.  It  was  either  the  Maiden  Lane  or  the 
Metropolitan  all  the  time.  The  charter  of  the  Maiden  Lane 
was  liquidating,  but  the  bank  never  did,  and  it  is  there  yet 
doing  business  as  a  branch  of  the  Metropolitan  Bank. 

MR.  HUGHES:  You  don't  know  any  reason  why  you  put  in 
this  money  just  at  that  time'when  you  had  not  put  it  in  bef6re. 

MR.  FISKE:  That  is  just  the  time  we  got  interested  in  it 
and  the  Metropolitan  Bank  as  such  began  in  April;  before  that 
it  was  the  Maiden  Lane. 
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MR.  HUGHES:  Of  course  your  interest  in  the  stock]^of  a 
banking  corporation  would  be  for  the  purpose  of  making  money 
and  losing  it. 

MR.  FISKE :  We  are  making  it,  no  question  about  that.  It 
has  made  one  per  cent,  a  month  ever  since  the  bank  started. 

MR.  HUGHES:  Well,  the  matter  is  patent  to  anybody.  The 
National  Bank  of  Commerce  of  Kansas  City,  $252,863.11,  inter- 
est aj^  per  cent. 

William  A.  Read  &  Company,  April,  1905,  $500,000;  May, 
1905,  $500,000;  June,  1905,  $500,142.62;  July,  1905,  $303,708.33; 
August,  1905,  $3,708.33;  September,  1905,  $3,743.61,  interest 
3  per  cent. 

Metropolitan  Bank,  May,  1905,  $595,748.88;  June,  1905, 
$578,496.28;  July,  1905,  $919,705.22;  August,  1905,  $1,205,- 
998.97;  September,  1905,  $1,448,016.33. 

Interest  stated  in  a  note  to  be  as  follows : 

23^  per  cent,  on  $150,000,  August  8th  to  26th,  1905;  $600,000 
free  from  May  ist  to  August  26th.  Since  August  26th,  interest 
on  all  balances  at  2  per  cent. 

i  Q.  Does  that  mean  that  $600, oco  was  with  that  bank  with- 
out interest  from  May  ist  to  August  26th?     A.  It  probably  does. 

Q.  What  was  the  reason  for  that?  A.  Well,  possibly  to  give 
the  bank  a  chance  to  get  started. 

Q.  This  National  Bank  of  Commerce,  of  Kansas  City,  are  you 
interested  in  that  bank?    A.  I  think  I  have  one  hundred  shares. 

Q.  Are  any  other  members  of  your  official  staff  interested  in 
that  bank?    A.  Not  to  my  knowledge. 

Q.  When  did  you  acquire  your  interest?  A.  I  should  think 
about  three  years  ago. 
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Q.  What  led  to  the  starting  of  these  deposits  in  March,  1905? 
A.  The  soHcitation  of  the  officers  of  the  bank. 

Q.  What  is  the  extent  of  the  Metropolitan's  interest  in  that 
bank,  if  it  has  any?  A.  I  think  it  holds  eighteen  hundred 
shares. 

Q.  Out  of  what  total?  A.  I  am  not  sure  what  the  capital  is, 
Mr.  Hughes.  It  is  a  very  prosperous  banking  house,  worth  some 
thirty-five  million  dollars  of  resources,  more  or  less,  in  Kansas 
City,  paying  twelve  per  cent,  annually,  and  earning  a  large  sur- 
plus beside. 

Q.  It  would  seem  according  to  your  report  to  the  Insurance 
Department  on  December  31st,  1904,  that  the  market  value  as 
contrasted  with  the  book  value  shows  a  deficit  or  loss.  A.  Yes. 
That  does  not  disturb  us.     At  the  end  of  next  December 

MR.  LINDABURY:  In  other  words,  it  is  apparent  rather  than 
real. 

THE  WITNESS:  Yes.  At  the  end  of  next  December  it  may 
be  above. 

Q.  What  has  induced  you  to  make  purchases  of  that  stock  in 
the  face  of  an  apparent  decline  in  the  market  value?  A.  Simply 
because  we  thought  it  wise  to  buy  at  the  price  at  which  we  could. 

Q.  What  dividends  does  it  pay?  A.  Twelve  per  cent;  and 
earns  about  fifty,  I  think. 

Q.  What  is  the  explanation,  then,  of  the  decreasing  market 
value  for  two  or  three  years?  A.  I  don't  know,  except  that 
some  of  the  sellers  want  money  rather  than  stock. 

Q.  Are  you  a  stockholder  in  the  Hamilton  Trust  Company 
individually?     A.  I    have    owned    for    fifteen    years    or    more 
twenty  shares. 

Q.  In  the  Federal  Trust  Company?     A.  Not  a  dollar. 
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Q.  In  the  Franklin  Trust  Company  ?     A.  Not  a  penny. 

Q.  People's  Trust  Company  of  Brooklyn?  A.  No,  sir, 
nothing. 

Q.  Guarantee  Loan  and  Building  Company?    A.  Nothing. 

Q.  What  is  that?  A.  The  Guarantee  Loan  &  Building 
Company  is  a  company  which  owns  a  building  in  Minneapolis, 
which  we  took  in  exchange  for  certain  property  we  had  held  for 
some  time  in  Duluth,  Minnesota,  plus  cash. 

Q.  Have  you  or  any  officer  of  your  company  in  any  way, 
directly  or  indirectly,  received  any  payments  from  Vermilye  & 
Company,  or  William  A.  Read  &  Company?     A.  What  for? 

Q.  Well,  in  any  way  connected  with  the  operations  of  your 
company?  A.  Yes.  I  have  the  monetary  affairs,  and  have 
had  for  a  great  many  years,  perhaps  twenty,  of  from  twelve  to 
■twenty  people  to  care  for,  orphans  and  widows,  and  people  in 
Europe,  out  of  business  and  not  in  active  business.  Their 
affairs  with  my  own  have  necessitated  the  keeping  of  an  account. 
I  have  had  an  account  with  the  old  firm  of  Vermilye  &  Company 
for  perhaps  ten  years.  On  that  account  they  have  charged  me 
interest  from  six  per  cent  down  to  some  lower  rate,  I  think  down 
to  two.  When  they  have  charged  the  extreme  rate  they  have 
at  times  rebated  to  me  a  part  of  it,  which  I  have  received  in 
checks  from  Mr.  MacKay,  or  Mr.  Hollister,  or  Mr.  Fairchild,  about 
all  the  members  of  the  firm,  except  Mr.  Read.  That  is  all  the 
money  I  have  ever  received  from  them  was  in  reduction  of  inter- 
est on  a  running  accident. 

Q.  Well,  you  mean  that  these  were  special  checks  in  reduction 
of  that  interest  for  payment  on  the  general  account?  A.  No, 
reduction  of  the  interest  paid  me  on  the  interest.  That  is,  if 
they  charged  me  in  the  account  for  purposes  of  their  own,  four 
or  five  or  six  per  cent.,  they  would  send  me  a  reduction  made 
by  themselves — I  never  importuned  them  for  it — reducing  the 
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price  to  two  or  two  and  one-half  per  cent,  and  giving  me  the 
difference. 

Q.  Giving  you  individually  the  check  for  the  difference?  A. 
On  my  personal  account. 

Q.  Was  this  simply  for  the  excess  interest  on  your  personal 
account?    A.  That  is  all. 

Q.  Was  this  personal  account  the  combined  account  you  have 
mentioned  of  all  these  matters  ?    A.  Yes,  sir. 

Q.  That  you  were  handling  individually?    A.  Yes,  sir. 

Q.  Did  you  have  a  margin  account  with  Vermilye  &  Company? 
A.  I  have  had  for  many  years.  I  have  had  all  my  own  securities 
deposited  with  them. 

Q.  I  mean  you  have  had  a  speculative  account?  A.  More  or 
less  so. 

Q.  They  are  buying  or  selling  securities  for  you?  A.  And  for 
the  other  people. 

Q.  And  they  charge  you  six  per  cent,  for  that?  A.  At  vari- 
ous rates. 

Q.  And  when  they  would  charge  you  six  per  cent.,  they  would 
give  you  a  check  for  a  reduction?     A.  Yes. 

Q.  And  it  is  on  this  account  as  well  as  on  these  other  matters 
you  have  mentioned,  they  gave  you  a  rebate?  A.  Not  in  any 
other  matters,  only  the  interest. 

Q.  You  mentioned  handling  money  for  fifteen  or  twenty  peo- 
ple.    A.  It  was  merged  in  one  account. 

Q.  It  was  merged  in  one  account?  A.  Yes,  and  in  the  reduc- 
tion of  this  interest,  Mr.  MacKay  and  the  others  would  send  me 
a  check  for  the  reduction. 

Q.  You  had  but  one  account  that  embraced  the  transaction, 
the  moneys  of  these  other  people  with  your  own?     A.  Yes,  sir. 

Q.  And  that  also  embraced  different  speculative  transactions 
you  had  in  the  purchase  or  sale  of  securities  ?     A.  The  accotmt  ? 

Q.  Yes.     A.  Yes. 
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Q.  And  that  account  would  have  various  rates  of  interest? 
A.  It  would. 

Q.  And  when  it  was  a  high  rate  of  interest,  as  much  as  six 
per  cent,  now  and  then,  you  would  get  a  check  from  some  mem- 
ber of  the  firm  of  Vermilye  &  Company,  which  would  give  you  a 
return  of  a  part  of  that  interest?  A.  I  would  receive  a  personal 
check  from  some  member  of  the  firm  other  than  Mr.  Read.  I 
never  received  any  from  him. 

Q.  Why  did  you  get  it  from  a  member  of  the  firm  instead  of 
the  firm?     A.  I  don't  know. 

Q.  It  was  from  different  menders  of  the  firm?  A.  I  don't 
know  why  it  was  done  so. 

Q.  Have  you  a  similar  account  with  William  A.  Read  &  Com- 
pany?    A.  I  have. 

Q.  You  transferred  it  to  William  A.  Read?     A.  I  did. 

Q.  Does  he  do  the  same  with  regard  to  this  interest  matter? 
A.  He  does  not. 

Q.  What  do  these  interest  returns  amount  to ?     A.  In  money? 

Q.  Yes.     A.  I  don't  know. 

Q.  How  long  has  that  been  the  practice?  A.  Oh,  perhaps  a 
few  years. 

Q.  And  continued  to  date?     A.  Not  under  Mr.  Read. 

Q.  Not  under  Mr.  Read?  A.  He  did  it,  I  think,  once,  but 
never  since. 

Q.  When  was  that?     A.  That  was  the  end  of  his  first  quarter. 

Q.  Mr  Read  was  a  partner  in  Vermilye  &  Company?     A.  Yes. 

Q.  And  there  was  not  any  reason,  I  suppose,  why  he  should 
not  have  signed  one  of  the  checks  for  Vermilye  &  Company  as 
well  as  any  one  else?  A.  I  never  got  a  Vermilye  &  Company 
check. 

Q.  Well,  why  he  shouldn't  have  given  a  check.  You  don't 
know  why  that  happened  to  be  dealt  with  in  that  way?  A.  I 
assumed  it  was  for  reasons  of  their  own. 
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Q.  Did  you  have  any  agreement  with  them  about  it  ?  A.  Not 
the  least. 

Q.  Did  you  have  any  understanding  with  them  that  you  should 
get  such  a  return  of  interest?     A.  No,  sir. 

Q.  Did  you  know  in  advance  you  were  to  gfet  it,  before  the 
money  came  in?  A.  The  first  time,  no.  And  the  second  time, 
only  as  I  assumed  that  having  done  it  they  might  continue  it. 

Q.  When  they  gave  you  transcripts  of  the  account  from  time 
to  time,  were  these  rebates  entered?    A.  No,  sir. 

Q.  The  account  showed  six  per  cent,  interest  right  along?  A. 
Or  whatever  their  rate  was. 

Q.  And  Vemiilye  &  Company  was  never  credited  with  those 
amounts  which  you  received  from  members  of  the  firm  as  return 
of  interest?     A.  No. 

Q.  Did  you  state  when  that  practice  began?  A.  I  did  not, 
for  1  don't  remember. 

Q.  You  have  not  any  data  with  rfespect  to  those  payments? 
A.  Perhaps  with  respect  to  some  and  not  to  others. 

Q.  With  what  member  of  the  firm  of  Vermilye  &  Company 
did  you  ever  talk  with  reference  to  such  returns?  A.  Probably 
Mr.  Fairchild,  or  Mr.  Hollister,  Mr.  McKay,  or  Mr.  Read 

Q.  Why  was  it  not  put  in  the  account  which  the  firm  rendered 
you?     A.  You  might  inquire  of  them  for  that.     I  don't  know. 

Q.  You  never  had  any  talk  with  them  about  it?  A.  Perhaps 
they  did  not  care  to  have  it  appear  that  way  in  their  books. 

Q.  Do  you  know  any  reason  why  they  should  not  ?  A.  I  do 
not. 

Q.  Who  attends  to  the  fire  insurance  or  the  writing  of  fire  in- 
surance upon  mortgages,  that  is  upon  properties  upon  which  the 
Metropolitan  Life  Insurance  Company  are  paying  mortgages? 
A.  Dutcher  &  Edminster. 

Q.  Who  are  they?  A.  Mr.  Edminster  is  an  old  fire  insurance 
man  of  long  experience  and  great  skill,  and  Mr.  Dutcher — I 
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don't  know  whether  the  Dutcher  of  that  firm  is  our  Butcher, 
or  whether  it  be  his  son,  or  all  three,  but  the  firm  was  started 
by  our  old  director,  and  whether  he  is  in  it  or  not  I  cannot 
from  personal  knowledge  testify. 

Q.  Who  is  Mr.  Edminster?  A.  He  is  the  other  partner, 
Dutcher  &  Edminster. 

Q.  What  relation  have  they  in  this  business  of  placing  fire 
insurance?  A.  They  place  all  our  fire  insurance  on  mortgaged 
property. 

Q.  Is  that  required  by  your  company?     A.  It  is,  sir. 

Q.  Why?  A.  When  we  started  to  lend  money  in  the  old 
years  we  allowed  the  borrower  to  place  his  own  insurance.  We 
soon  found  that  we  were  getting  into  inextricable  trouble,  that 
is,  the  policies  and  renewals  were  not  in  on  time,  and  when  they 
came  in  they  were  in  companies  that  we  disapproved  of  as  to 
their  standing,  and  which  led  to  disputes  between  ourselves  and 
them.  I  think  in  one  case  we  had  a  fire — I  am  a  little  indistinct 
about  it,  but  if  you  ask  about  it  now  I  can  recall  it,  where  the 
premium  had  been  paid  by  the  borrower  to  the  broker  and  not 
to  the  agent,  which  led  to  some  complications,  and  we  made  up 
our  minds  that  the  only  safe  way  in  view  of  the  facts  that  the 
business  was  growing  very  rapidly,  was  to  have  that  business 
in  our  own  hands. 

We  therefore  adopted  the  rule  of  taking  some  firm  which  we 
would  select,  and  having  them  do  all  the  fire  insurance  business 
•pertaining  to  these  mortgages.  My  predecessor,  Mr.  Knapp,  se- 
lected the  firm  of  Dutcher  &  Edminster,  and  we  therefore  put 
it  in  our  application  for  mortgages  that  all  fire  insurance  for  this 
property  shall  be  done  by  the  agent  designated  by  the  company, 
by  the  Metropolitan  Life  Insurance  Company,  and  in  companies 
selected  by  them.  That  is  in  large  type  in  that  application. 
Nobody  who  borrows  can  claim  that  he  is  not  aware  of  it, 
because  he  generally  takes  the  application  away  with  him  and 
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keeps  it  a  day  or  two  and  sends  it  back  completed.  But  if  he 
misses  it  on  that,  or  claims  to,  he  has  it  on  the  mortgage  paper 
itself,  so  he  cannot  get  away  from  the  fact  that  the  company's 
rules  require  that  in  that  important  matter  of  fire  insurance  we 
attend  to  it  ourselves,  our  rule  being,  if  he  be  dissatisfied  he 
need  not  take  our  money,  and  it  is  safe  to  say  that  anybody 
would  loan  money  on  property  that  we  would,  so  he  is  in  no 
wise  estopped  from  getting  money  from  a  company  that  does  not 
exact  this  rule.  We  believe  in  following  that  rule,  and  we  are  fol- 
lowing the  plan  of  some  other  banks  and  insurance  companies  in 
this  city,  and  it  relieves  us  from  all  responsibility.  We  never 
have  had  a  fire  or  anything  go  wrong  but  what  these  gentlemen 
have  attended  to  it  for  us  without  cost,  and  they  have  been  very 
valuable  in  cases  of  a  change  of  ownership,orvacating  of  property, 
in  the  matter  of  alterations  and  repairs,  in  resurveys,  in  changes 
of  rates  which  are  going  on  now  and  then,  and  in  fires,  and 
all  that  sort  of  thing  is  done  by  them  entirely  out  of  our 
hands,  no  trouble  to  us  whatever.  The  plan  has  worked  most 
admirably,  and  we  have  had,  I  might  say,  practically  no  com- 
plaints. Now  and  then  a  broker  will  demur,  because  we  won't 
accept  a  policy  he  has  sought  to  place  for  his  principal,  but  we 
have  pointed  to  the  application  and  mortgage  and  said  your 
borrower  knew  all  this  before  he  took  our  money,  and  it  is  too, 
late  to  complain.  It  is  the  rule  we  have  made  for  our  own  safety 
and  we  propose  to  have  it  continued. 

Q.  What  was  Mr.  Edminster's  business  before  this  firm  was' 
formed?     A.  I  don't  know. 

Q.  Was  he   connected  with  Mr.   Dutcher  of  your  Finance 
Committee?     A.  I  cannot  say. 

Q.  Do  you  know  who  are  all  the  members  of  that  firm?     A.  I 
don't  know.     I  never  knew. 

Q.  Are  you  in  any  way.  interested  in  that  firm?     A.  Not  in 
the  least. 
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Q.  Or  in  any  of  the  moneys  received  by  them?  A.  None 
whatever. 

Q.  Is  any  other  member  of  your  company,  so  far  as  you  know? 
A.  No. 

Q.  What  is  the  brokerage  received  by  Edminster  &  Dutcher 
on  the  writing  of  policies?     A.  I  don't  know.     I  never  knew. 

MR.  HUGHES:  There  is  a  gentleman  here  at  some  incon- 
venience whom  I  should  like  to  examine  this  afternoon.  It  will 
only  take  a  few  minutes,  and  I  have  a  little  more  with  Mr.  Hege- 
man,  and  if  we  should  suspend  with  him  now,  I  should  like  to 
put  another  witness  on,  as  he  is  very  desirous  to  be  excused. 

THE  WITNESS:  Anything  agreeable  to  you,  Mr.  Hughes. 
Will  you  want  me  on  Monday? 

MR.  HUGHES:  Yes.  I  should  like  to  have  you  give  me  a 
statement  of  the  amount  you  have  received  in  rebates  of  interest 
from  Vermilye  &  Company  or  Mr.  Read,  that  is  from  the 
members  of  the  firm  in  the  manner  you  have  stated,  showing 
the  amounts  and  the  times. 

JOSEPH  HOWARD,  Jr.,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  reside  in  the  City  of  New  York?     A.  I  do. 

Q.  And  your  profession  is  what?     A.  Writer. 

Q.  How  long  have  you  been  a  writer?  A.  Well,  profes- 
sionally, since  i860. 

Q.  You  are  a  correspondent  of  Sunday  papers?  A.  A  great 
many. 
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Q.  And  you  have  been  for  many  years?     A.  Yes,  sir. 

Q.  Are  you  under  the  employment  of  any  insurance  com- 
pany?    A.  I  am. 

Q.  Of  what  company?  A.  The  one  that  you  are  now  exam- 
ining;  the  Mutual. 

Q.  The  Mutual  Life  Insurance  Company?     A.  Yes,  sir. 

Q.  How  long  have  you  been  employed  by  the  Mutual  Life 
Insurance  Company?  A.  I  could  not  give  dates,  but  I  should 
say  anywhere  from  30  to  40  years. 

Q.  Well,  my  vouchers  only  go  back  to  1899.  A.  Yes.  Well, 
that  is  rather  short. 

Q.  So  that  before  we  put  those  in  I  would  be  glad  to  have 
you  state  what  the  nature  of  your  service  has  been.  A.  My 
first  was  to  induce  the  company  to  stop  giving  their  long 
advertisements  to  the  daily  papers.  As  a  boarding  school 
scholar  I  noticed  that  the  weekly  religious  papers  remained 
on  the  table  in  the  best  room  a  week  at  a  time  and  they 
were  thoroughly  read  and  thoroughly  thumbed. 

Q.  What  boarding  school  was  that?  A.  Boarding  school? 
Oh,  did  you  ask  what  school? 

Q.  Yes.     A.  It  was  in  Farmington,  Conn. 

Q.  Go  on.  A.  Never  mind,  it  was  a  good  school  and  I  was 
there  several  years,  six  years  in  fact.  And  it  struck  me  as  a 
boy  that  it  was  a  very  interesting  contribution  to  that  sort  of 
religious  education,  and  I  recommended  that  to  the  company 
with  more  or  less  force,  and  I  was  requested  to  make  a  list  of 
religious  papers  throughout  the  country  and  to  supervise  and 
superintend  to  a  certain  extent  their  advertising,  accompanied 
with  press  notices  which  I  did  with  great  pleasure.  That 
was  my  beginning,  but  about  when  it  was  I  should  not  be  able  to 
say,  but  I  should  think  somewhere  in  the  6o's,  before  you  were 
born. 
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Q.  Well,  did  they  pay  you  for  the  services  you  then  ren- 
dered?    A.  They  did. 

Q.  And  what  were  the  services?  A.  The  services  were  to 
superintend — I  objected  to  these  long  advertisements  and 
suggested  that  they  make  smaller  ones  accompanied  by  some- 
thing written  to  explain  the  nature  of  life  insurance  and  this 
particular  company. 

Q.  Reading  notices?     A.  Reading  notices. 

Q.  What  is  a  reading  notice  in  newspaper  parlance?  A.  In 
ordinary  parlance  it  means  a  notice  which  is  given  by  the  papers 
as  a  recognition  of  the  courtesy  and  the  common  sense  of  the 
authorities  of  the  insurance  company,  sometimes  paid  for  and 
many  times  not. 

Q.  How  is  a  reading  notice  distinguished  from  other  adver- 
tising matter?  A.  In  some  papers  by  what  a  distinguished 
editor  described  to  me  as  a  little  tiny  star  which  nobody  could 
see.  In  other  papers  by  three  stars;  in  more  elaborate  papers 
by  the  word  "Adv."  at  the  bottom. 

Q.  And  in  some  papers  by  nothing?     A.  I  have  rarely 

Q.  I  mean  to  say  in  some  papers  it  appears  in  the  news  items 
without  any  such  indication?  A.  I  do  not  say  that  and  I  don't 
know  that  I  would  swear  to  it  except  in  religious  papers.  Of 
course,  they  put  anything  in  there. 

Q.  Was  it  that  that  suggested  to  you  the  advisability  of 
paying  more  attention  to  religious  papers?  A.  Oh,  no,  sir.  I 
am  speaking  seriously  about  it.  I  recognized  the  fact  that 
a  religious  paper  so-called  was  thoroughly  read  and  was  in  a 
position  where  it  almost  forced  itself  upon  the  attention  of  the 
visitors  in  the  house  and  to  the  visitors  of  the  school,  and  so  on. 
And  I  still  think  that  is  a  mighty  good  scheme. 

Q.  Were  your  first  efforts  for  the  Mutual  Life  directed  to 
the  preparation  of  articles  which  would  appear  in  the  religious 
journals?     A.  Religious  newspapers,  yes,  sir. 
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Q.  Articles,  I  presume,  setting  forth  the  prosperity  and 
excellence  of  the  Mutual  Life  Insurance  Company?  A.  You 
hit  it  exactly. 

Q.  I  show  you  a  series  of  vouchers  (handing  paper)  and  will 
ask  you  if  those  are  your  signatures,  and  if  you  received  the 
moneys  mentioned  therein?  A.  That,  yes  (indicating),  that, 
yes,  (indicating).  I  am  looking  now  for  one  that  you  discussed 
the  other  day  of  legal  services. 

Q.  You  will  not  find  it  there.  A.  Of  course,  you  might  as 
well  call  it  medical  services  or  restaurant  services.  Literary  or 
professional  services,  that  is  all  right.  Of  course  I  signed  them 
and  would  like  to  sign  some  more. 

Q.  (Handing  paper).  This  is  the  one  that  I  think  you  are 
thinking  of.  It  was  not  written  for  legal  services,  so  that  you 
did  not  have  to  say  you  performed  any  legal  services,  but  it 
was  charged,  I  believe,  for  legal  expenses?  A.  That  I  have 
nothing  to  do  with.  All  I  want  to  do  is  to  get  the  money.  I 
am  like  a  charcoal  filter,  it  goes  in  one  end  and  out  the  other,  no 
residuum. 

Q.  Well,  have  you  been  retained  at  a  special  rate^of  compen- 
sation by  the  Mutual  Life  Insurance  Company?  A.  Well,  so 
I  understand.     I  did  not  know  it.     I  am  very  glad  to  know  it. 

Q.  You  have  thought  that  your  retainer  was  not  fixed  at  any 
particular  amount?     A.  I  never  supposed  it  to  be  so,  sir. 

MR.  HUGHES:  I  will  read  upon  the  record  the  amounts 
stated  in  these  vouchers: 

March  loth,  1899,  Blotter  date  March  15th,  1899,  50. 
July  19th,  1899,  Blotter  date  July  26th,  1899,  1250. 
March  23rd,  1900,  Blotter  date  March  28th,  1900,  1250. 

THE  WITNESS:  You  must  remember  you  see  those,  I  do 
not,  Mr.  Hughes. 
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Q.  Well,  I  would  be  very  glad  to  hear  you  read  them,  if  you 
like.  A.  I  will  take  your  word  for  it,  but  I  want  you  to  under- 
stand ~it  distinctly,  that  I  don't  see  them. 

Q.  If  you  would  like  to  read  them A.  Please  understand 

me,  I  want  to  help  you  out,  I  have  no  doubt,  but  I  am  not  going 
to  swear  to  a  thing  I  don't  see. 

Q.  I  am  not  asking  you  to  swear  to  it,  I  am  reading  them  upon 
records.     A.  All  right. 

MR.  HUGHES:  October  29th,  1900.  Blotter  date,  October 
31st,  1900,  $1,250. 

March  12th,  1901,  blotter  date  March  20th,  1901,  $1,250. 
October  14th,  1901,  blotter  date,  October  i6th,  1901,  $2,500, 
January  25th,  1902,  blotter  date  January  31st,  1902,  $375. 
February  25th,  1903,  blotter  date  February  28th,  1903,  $2,500 
February  ist,  1904,  blotter  date 

THE  WITNESS:   Do  all  these  say  professional  services? 

MR.  HUGHES:  Just  a  minute. 

Blotter  date,  February  i6th,  1904,  $2,500. 

May  17th,  1904,  blotter  date  May  20th,  1904,  $2,500. 

May  17th,  1905,  blotter  date  May  24th,  1905,  $2,500. 

Q.  Now,  these  appear  to  be  either  for  services,  or  special 
services,  or  literary  services,  or  for  professional  services?  A. 
Well,  it  is  all  the  same  thing;  it  is  all  I  did  so  much  work;  that 
is  all  I  know.  They  can  put  what  they  please,  I  don't  care  about 
that. 

Q.  With  one  exception — I  do  find  one  February  ist,  1904,  for 
legal  services.    A.  That  is  such  an  obvious  absurdity — ^it  might 
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as  well  be  medical  services  or  undertaker's  services  or  anything 
else.  Let  us  be  common-sense;  I  did  work  and  got  the  money, 
and  I  signed  any  receipt  they  gave  me. 

Q.  You  did  not  notice  it  was  for  legal  services?  A.  I  did 
not,  on  my  honor.     It  is  absurd. 

Q.  Has  your  employment  in  any  way  changed  in  the  last  few 
years,  or  has  it  been  of  the  same  nature?  A.  It  has  been  the 
same  way  ever  since  I  was  born — ever  since  I  can  remember  it. 

Q.  I  mean  with  reference  to  the  Mutual  Life?     A.  Oh,  no. 

Q.  You  have  been  doing  this  same  work?  A.  Not  much 
religion  lately;  just  common  straight  work,  pamphlets,  I  have 
written  pamphlets,  leaflets,  advertisements,  everything,  that  a 
man  of  tolerable  ingenuity  does — ^not  a  lawyer,  of  course,  but 
a  tolerably  ingenious  man  could,  and  my  humble  service  has 
been  in  the  interest  of  the  Mutual  Life. 

Q.  Have  you.  written  reading  notices?     A.  I  have. 

Q.  For  the  newspapers ?     A.  A  great  many  of  them. 

Q.  Are  you  retained  or  employed  by  any  other  insurance 
company?  A.  I  was;  I  don't  think  I  am.  I  think  you  have 
knocked  the  Equitable  too  high. 

Q.  When  were  you  employed  by  the  Equitable?  A.  Ever 
since  I  can  remember. 

Q.  Up  to  within  a  year  or  six  months?  A.  Up  to  within 
a  year. 

Q.  And  what  rate  of  compensation?  A.  It  depends.  When 
Mr.  Hyde  was  alive  it  was  one  thing,  and  when  the  young  gentle- 
man came  in  charge  I  understood  it  was  twenty-five  hundred 
dollars,  and  very  glad  to  get  it  too. 

Q.  Were  you  retained  by  any  other  insurance  company?  A. 
No,  sir. 

Q.  And  your  work  for  the  Equitable  was  of  the  same  sort? 
A.  Absolutely  the  same. 
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BY  THE.  CHAIRMAN: 

Q.  Did  you  ever  superintend  the  distribution  of  reading 
notices  or  advertisements  by  wire  or  otherwise  than  correspond- 
ence. A.  Never — ^never;  and  I  would  like,  Mr.  Hughes,  with 
your  permission  to  say  this.  I  have  been  on  a  salary  ever 
since  I  came  of  age  in  the  newspaper  profession  and  I  want  to 
say  to  you  and  this  Committee  that  on  my  honor  I  never  wrote 
a  line  in  any  newspaper  I  was  paid  a  salary  on  about  life  in- 
surance companies  or  the  Mutual  as  an  individual  or  any  other. 
I  should  consider  it  a  dirty  trick. 

Q.  Why?  A.  Simply  because  I  am  paid — ^now,  take  for 
instance,  the  Boston  Globe,  which  I  saw  you  spoke  of  the  other 
day.  I  write  them  a  weekly  letter.  Never  alluding  to  life  in- 
surance— domestic  matters — I  have  written  many,  many 
columns  about  life  insurance,  but  never  in  a  paper  on  which  I  was 
employed,  never. 

Q.  There  is  one  question  I  omitted  to  ask  you,  that  is  about 
this  voucher  of  the  Mutual  Life,  which  says  it  is  for  twenty- 
five  hundred  dollars  professional  services,  payable  on  demand. 
A.  Yes,  and  part  of  it  is  already  paid.  I  was  very  glad  to  get  it- 
I  spent  three  months  in  bed.  I  went  to  my  friend  and  said' 
and  I  want  some  money;  I  will  chip  in  and  do  the  best  I  can  to 
repay  it.  I  am  not  here  to  apologize  for  my  work,  or  apologize 
for  payment,  except  the  smallness  of  it.  I  wish  I  could  get 
more. 

BY  THE  CHAIRMAN: 

Q.  I  take  it  the  repayable  has  been  repaid  by  services?  A. 
I  hope  so. 

Q.  Not  in  money?  A.  In  services.  They  have  a  right  to 
demand  the  money  if  they  want  it,  but  I  hope  Brother  Hughes 
will  not  suggest  that  to  them. 

2773 


Testimony  of  Joseph  Howard,  Jr. 

Q.  I  take  it  they  would  get  the  services  quicker?  -A.  Well, 
I  guess  you  are  about  right. 

THE  CHAIRMAN:  The  Committee  next  week,  will  meet  in 
the  Common  Council  Room  across  the  hall,  because  of  the  occu- 
pancy of  this  room  by  the  Board  of  County  Canvassers.  All 
witnesses  who  are  in  attendance  at  the  session  are  requested  to 
he  here  Monday  morning  promptly  at  ten-thirty  o'clock,  to 
which  time  an  adjournment  will  now  be  taken. 

(Adjourned  to  Monday,  November  13th,  1905,  at  10.30  A.M.) 
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COUNCIL  CHAMBER, 
City  Hall,  New  York  City. 

November  13,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

GEORGE  W.  PALMER,  being  duly  sworn,  testified  as  fol- 
lows: 

BY  MR.  HUGHES : 

Q.  What  is  your  full  name,  Mr.  Palmer?  A.  George  W. 
Palmer. 

Q.  What  is  your  occupatidn,  Mr.  Palmer?  A.  I  am  book- 
keeper and  confidential  clerk  for  Mackay  &  Company;  employed 
by  Vermilye  &  Company  in  liquidation,  the  same  firm. 

MR.  HUGHES:  Will  you  withdraw  for  a  moment,  Mr. 
Palmer. 

The  examination  of  the  witness  was  suspended. 

JOHN  R.  HEGEMAN,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Hegeman,  I  have  asked  you  to  produce  statements  of 
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the  amount  of  rebates  of  interest  received  by  you  from  Ver- 
milye  &  Company.  Have  you  produced  such  a  statement  ?  A.  I 
have,  sir. 

Q.  Is  this  statement  now  shown  you  the  correct  statement? 
A.  It  is. 

MR.  HUGHES :     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  341.) 

MR.  HUGHES  read  as  follows : 

Interest  paid  by  J.  R.  Hegeman  to  Vermilye  &  Company,  re- 
bates allowed  on  same : 

Quarterly  account  to  June  30,  1902 — Amount  of  in- 
terest 4%  per  cent,  paid  by  J.  R.  Hegeman  to  Ver- 
milye  &   Company $7,376. 17 

Received  in  rebate  of  interest  to  1%  per  cent 4,917.44 

Quarterly  account  September  30,   1902 — Amount  of  interest 
4%  per  cent. 

MR.  HEGEMAN :    That  is  the  amount  of  interest  paid  by  me 
to  date. 

MR.  HUGHES :     I  am  going  to  read  it  and  just  get  it  on 
the  record  so  that  we  will  have  it. 

Amount  of  interest  4%,  per  cent,  paid  by  J.  R.  Hege- 
man to  Vermilye  &  Company $8,055 .66 

Received  in  rebate  of  interest  to  1%,  per  cent 5,370.44 

Qtiarterly  account  December  31,  1902 — Amount  of 
interest  4%  per  cent,  paid  by  J.  R.  Hegeman  to 
Vermilye  &   Company 8,144.34 
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Received  in  rebate  of  interest  to  i%|  per  cent 5,429.56 

Quarterly  account  March  30,  1903 — ^Amount  of  in- 
terest 4V2.  per  cent,  paid  by  J.  R.  Hegeman  to  Ver- 

milye    &    Company 9,209 .  93 

Received  in  rebate  of  interest  to  1I/2  per  cent 6,131 .95 

Quarterly  account  June  30,  1903 — Amount  of  interest 

paid  by  J.  R.  Hegeman  to  Vermilye  &  Company. .       1,201 .80 

Received  of  rebate  of  interest  to  1%,  per  cent 6,801 .20 

Quarterly  account  to  September  30,  1903 — Amount 
of  interest  4%,  per  cent,  paid  by  J.  R.  Hegeman 

to  Vermilye  &  Company 10,354.80 

Received  in  rebate  of  interest  to  114^  per  cent 6,903.20 

Quarterly  account  to  December  31,  1903 — Amount  of 
interest  4I/2,  per  cent,  paid  by  J.  R.  Hegeman  to 

Vermilye   &   Company 8,645  •  7° 

Received  in  rebate  of  interest  to,  11/2,  per  cent 5,763.81 

Quarterly  account  to  March  31,  1904 — Amount  of  in- 
terest 4%  per  cent,  paid  by  J.  R.  Hegeman  to  Ver- 
milye &  Company 8,246 .  01 

Received  in  rebate  of  interest  to  1I/3  per  cent 5,524.00 

Quarterly  account  June  30,  1904 — Amount  of  interest 
4I/2  per  cent,  paid  by  J.  R.  Hegeman  to  Vermilye 

&    Company 8,645 .87 

Received  in  rebate  of  interest  to  1%  per  cent 5,763.91 

Quarterly  account  September  30,  1904 — Amount  of 
interest  4V%  per  cent,  paid  by  J.  R.  Hegeman  to 

Vermilye  &  Company 9,199 .95 

Received  in  rebate  of  interest  to  1%  per  cent 6,133.30 

Quarterly  account  to  December  31,  1904 — Amount 
of  interest  414  per  cent,  paid  by  J.  R.  Hegeman  to 

Vermilye  &  Company 8,523 .  32 

Received  in  rebate  of  interest  to  1I/2  per  cent 5,682. 14 
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Quarterly  account  to  March  31,  1902 — Amount  of  in- 
terest 41/2  per  cent,  paid  by  J.  R.  Hegeman  to  Ver- 

milye  &  Company  7.733-69 

Received  in  rebate  of  interest  to  1I/2,  per  cent 5>i5S-79 

Appended  to  this  is  a  note:  For  years  prior  to  1902  I  had 
paid  Vermilye  &  Co.  1I/2,  per  cent,  on  all  advances  in  my  per- 
sonal account  to  the  firm.  In  1902  a  change  was  made  whereby 
for  some  bookkeeping  reason  of  Vermilye  &  Company  I  was 
charged  with  4%  per  cent,  and  received  3  per  cent,  rebate. 

William  A.  Read  &  Co. 
Quarterly  account  to  June  30,  1905 — Charge  4  per 

cent $6,350-33 

I  was  credited  in  a  subsequent  account  for  rebate  of 

interest 2,381 .  38 

Reducing  the  actual  interest  paid  to  2%,  per  cent. 
Q.  What  led  to  the  change  in  1902,  Mr.  Hegeman?      A.  I 
have  not  the  faintest  idea. 

Q.  With  whom  did  you  make  your  arrangement  prior  to 
that  time  to  pay  Vermilye  &  Company  ly^,  per  cent.?  A. 
That  was  the  amount  fixed  by  them  on  which  their  accounts 
were  made  up.  I  don't  remember  that  I  made  any  arrange- 
ment with   anybody. 

Q.  Who  advised  you  of  the  change  in  the  arrangement  at  the 
beginning  of  1902?      A.  I  would  not  say  that  anybody  did. 

Q.  Is  it  not  a  fact  that  all  your  arrangements  pertaining  to 
this  matter  were  made  with  Mr.  Read?  A.  Perhaps  they 
were  but  there  were  some  arrangements  made  which  I  had 
no  part  in. 

MR.  LINDABURY :  Would  you  mind  asking  him  whether 
those  sums  were  actually  paid  or  simply  charged  to  him  on 
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account?  T think  the  evidence  would  indicate  that  he  gave 
his  check  to  them. 

Q.  It  appears  in  this  statement  opposite  each  quarter  date 
that  there  wras  an  amount  of  interest  at  4!/^  per  cent,  paid  by 
you  to  Vermilye  &  Company.  Do  you  mean  by  that  that 
those  payments  were  made  or  that  you  were  charged  that 
amount  in  your  account?  A.  They  charged  those  amounts 
against  me  in  their  account  to  me. 

Q.  And  you  settled  with  them  from  time  to  time  according 
to  the  accounts  as  rendered,  or  made  payments  to  them  from 
time  to  time  on  account  of  your  debit  balances  if  there  were 
such?  A.  Well,  it  was  a  running  account,  Mr.  Hughes.  I 
don't  quite  understand  your  question. 

Q.  You  received  accounts  in  which  you  were  charged  in- 
terest at  4%  per  cent.  ?     A.  Yes. 

Q.  Then  you  received  the  checks  for  the  amounts  which 
is  here  stated  to  have  been  received  in  rebate  of  interest  to 
1%  per  cent.?      A.  Yes. 

Q.  And  those  checks  were  checks  of  individual  members  of 
the  firm  ?      A.  They  were. 

Q.  After  or  beginning  with  June  30,  1902  ?  A.  None  of  them 
were  Mr.  Read's  checks.  That  was  the  rate  that  had  pre- 
vailed for  many  years  prior  to  that — prior  to  1902  when  this 
began. 

Q.  You  have  produced  here  a  transcript  of  your  account 
with  Vermilye  &  Company  from  December  31,  1904,  to  March 
I,  1905  ?     A.  To  March  30,  I  think — at  the  end  of  the  quarter. 

MR.  HUGHES :  I  will  have  these  marked  for  identification. 

(Statements  marked  Exhibits  342  and  343  respectively  for 
identification.) 
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Q.  I  am  informed  that  these  are  the  original  transcripts 
■of  account  rendered  by  the  firm  of  Vermilye  &  Company?  A. 
They  are. 

Q.  Showing  your  transactions  during  that  period  ?  A.  They 
are. 

Q.  And  this  is  the  statement,  the  combined  accounts  or  the 
various  transactions  combined  in  one  account  to  which  you 
referred  in  your  testimony  on  Friday  last?      A.  Yes,  sir. 

Q.  Now  in  taking  this  first  page  of  accounts  marked  Exhibit 
342  for  identification  and  running  from  December  31st,  down 
to  March  31st,  1902,  I  see  at  the  head  of  the  account — ''At  i'^^ 
per  cent,  interest"— 1%  per  cent,  interest  and  I  see  on  the 
debit  side  is  the  last  item  in  the  quarterly  account  for  this 
period— "Interest  6  per  cent."  A.  What  is  the  rest  of  it? 

O.  Is  there  a  rest  of  it?      A.  One-quarter. 

Q.  These  are  quarterly  accounts?  A.  Six  per  cent,  is  not 
carried  out. 

Q.  Of  course  not  because  it  is  a  quarterly  account  and  at  the 
rate  of  six  per  cent,  per  annum  would  be  how  much  for  three 
months?  A.  I  don't  think  I  understand  you,  Mr.  Hughes. 
The  account  was  first  made  up  by  them  at  the  rate  of  six  per 
cent.      That  is  the  custom  on  the  street  with  all  houses. 

Q.  You  don't  mean  six  per  cent,  for  three  months?  A.  At 
that  rate — at  the  rate  of  6  per  cent  for  three  months — merely 
made  up  for  the  purpose  of  calculation.  Then  when  they 
made  up  they  took  one-quarter  of  it  and  charged  it  against  me. 

Q.  The  point  is  where  it  says  interest  at  6  per  cent,  and  one- 
quarter,  you  mean  it  was  computed  at  the  rate  of  six  per  cent? 
A.  For  purposes  of  their  own. 

Q.  Then  the  charge  entered  against  you  was  one-quarter 
of  the  amount  at  the  rate  of  6  per  cent,  per  annum  ?     A.  Yes. 
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Q.  Then  beginning  with  the  account  on  June  30,  1902 

A.  Immediately  preceding  the  others. 

Q.  Immediately  succeeding — beginning  with  the  account 
June  30,  1902,  and  continuing  until  March  31,  1905,  the  trans- 
cripts marked  Exhibit  343.  for  identification  are  headed  4I/2  per 
cent. 

JVIR  LINDABURY:  Pardon  me.  I  think  your  question 
and  the  witness'  answer  here  leaves  it  as  if  he  really  paid  at  the 
rate  of  6  per  cent,  per  annum,  when  he  did  not. 

MR.  HUGHES :  No.  The  answer  does  not  leave  it  in 
that  way,  Mr.  Lindabury,  the  answer  leaves  it  that  the  ac- 
counts down  to  March  31,  1902,  were  charged  with  interest 
calculated  at  the  rate  of  6  per  cent,  and  then  the  charge  limited 
to  a  quarter  of  the  amount  that  reached  the  interest  charged 
at  the  rate  of  i^^  per  cent,  per  annum.  Now  that  is  entirely 
clear. 

Q.  And  now  we  are  taking  up  the  next  page  of  accounts, 
Exhibit  343  for  identification,  and  there  we  find  the  heading 
414  per  cent,  interest,  Mr.  Hegeman?      A.  Yes,  sir. 

Q.  And  at  the  end  of  each  quarter  we  find  in  the  account 
interest  calculated  as  before  ?     A.  Always  in  six  to  start  with. 

Q.  Interest  calculated  at  the  amount  of  41/2  per  cent,  per 
annum?       A.  Yes,  sir. 

Q.  And  then  you  have  a  pencil  memorandum  showing  the 
amount  of  rebate  to  reduce  it  to  1I/2  per  cent.?  A.  Yes, 
I  think  that  is  on  every  account. 

Q.  Is  it  to  be  inferred  from  that  that  when  you  got  the 
transcript  of  accounts  quarterly  they  were  accompanied  by 
a  check  in  each  instance  for  the  rebate  of  interest  ?  A.  They 
were  not,  but  within  a  week  or  two  the  check  came. 
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Q.  And  then  you  noted  it  upon  the  transcript  of  account? 
A.  I  did. 

Q.  I  notice  in  this  account  certain  references  to  payments 
on  account  of  syndicate  subscriptions. 

Q.  Did  all  your  syndicate  operations  figure  in  this  account 
with  Vermilye  &  Company?  A.  I  think  they  did,  Mr.  Hughes, 
but  I  am  not  positive. 

Q.  Have  you  a  statement  of  your  syndicate  participations 
prepared  ? 

MR.  FISKE:   Yes. 

MR.  HUGHES:  While  that  is  being' looked  up,  if  you  will 
withdraw  for  a  moment,  I  will  ask  Mr.  Hollister  a  question  or 
two. 

GEORGE  T.  HOLLISTER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  were  a  member  of  Vermilye  &  Company?  A.  Yes, 
sir. 

Q.  Down  to  the  time  of  this  dissolution,  March  31st,  last? 
A.  Yes,  sir. 

Q.  There  is  evidence  here  of  certain  payments  having  been 
made  in  rebate  of  interest  on  the  account  of  J.  R.  Hegeman. 
Are  you  familiar  with  those  payments?  A.  Not  entirely,  no, 
sir. 

Q.  Did  you  make  any  of  them  ?  A.  To  the  best  of  my  recol- 
lection I  made  one.  I  maj'  have  made  more.  I  only  remem- 
ber one. 
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A  VOICE :   You  made  one  as  far  as  I  can  find. 

Q.  Was  it  the  practice  to  draw  checks  for  the  amounts  of 

these  rebates  to  individual  members  of  the  firm,  who  in  turn 

« 

turned  them  over  to  Mr.  Hegeman  ?  A.  I  don't  know  that  I 
just  understand  your  question. 

Q.  Well,  state  the  manner  in  which  the  payment  was  made 
to  Mr.  Hegeman,  which  you  yourself  are  familiar  with?  A. 
Mr.  Palmer,  the  bookkeeper,  brought  in  a  check  to  me  to  my 
order,  and  asked  me  to  send  my  individual  check  to  Mr. 
Hegeman,  which  I  did,  as  a  rebate  of  interest. 

Q.  Did  you  know  why  that  was  done?  A.  I  think  the 
reason  was  that  we  did  not  care  to  have  the  clerks  know  what 
special  rates  of  interest  we  charged  special  clients. 

Q.  Did  you  yourself  make  the  arrangement  here  with  Mr. 
Hegeman  for  the  rate  of  interest?     A.  No,  sir. 

Q.  What  member  of  your  firm  had  charge  of  Mr.  Hegeman's 
account,  or  made  the  arrangements  pertaining  to  it?  A.  Mr. 
William  A.  Read. 

Q.  So  far  as  you  know  did  any  other  member  of  the  firm 
ever  have  anything  to  do  with  fixing  the  amount  of  the  rate  of  in- 
terest in  his  account?       A.  No,  sir. 

Q.  Do  you  know  what  reason  there  was  for  allowing  Mr. 
Hegeman  to  carry  his  account  at  one  and  one-half  per  cent, 
interest  to  make  these  rebates?  A.  I  would  not  say  I  know 
any  special  reason,  excepting  Mr.  Hegeman  was  a  valuable 
customer  and  client  of  ours. 

Q.  Was  it  on  account  of  the  volume  of  business  which  was 
transacted  through  your  firm?  A.  Probably  that  is  the  best 
way  of  putting  it,  sir. 

Q.  Who  handled  the  business  of  the  Metropolitan  Life  In- 
surance Company  in  your  firm?      A.  Mr.  William  A.  Read. 
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Q.  Did  any  other  member  of  the  firm  have  anything  to  do 
with  it?      A.  Not  to  my  knowledge. 

MR.  HUGHES :  Have  you  apy  questions  to  ask,  Mr. 
Chairman? 

THE  CHAIRMAN:  None.  I  would  like  to  see  that 
memorandum. 

Q.  Mr.  Hegeman's  individual  account  was  an  account  in 
volume  of  say  about  half  a  million  dollars  on  the  average? 
A.  I  could  not  tell  you  that,  sir. 

MR.  HUGHES :  That  is  all,  Mr.  Hollister.  Mr.  Palmer, 
will  you  take  the  stand. 

GEORGE  W.  PALMER,  resumes : 
•BY  MR.  HUGHES: 

O.  I  have  been  furnished  by  Mr.  Hegeman  with  a  statement 
of  the  checks  drawn  to  him  for  rebates  of  interest.  Will  you 
tell  me  what  the  practice  was  with  regard  to  those  payments 
in  the  firm  of  Vermilye  &  Company?  A.  The  practice  was 
after  the  31st  of  March,  1902,  that  is,  for  the  quarter  ending 
June  30,  1902,  to  draw  a  check  to  the  order  of  some  member  of 
the  firm  for  the  difference  between  four  and  one-half  per  cent, 
which  Mr.  Hegeman  was  charged  and  one  and  one-half  per 
cent.,  in  other  words,  three  per  cent. 

Q.  Can  you  give  me  a  statement  of  the  members  of  the  firm 
to  whom  the  checks  indicated  on  Exhibit  341  were  drawn? 
A.  After  I  received  my  subpoena  Saturday,  I  went  through 
the  books  to  ascertain,  if  possible,  the  names  to.  whom  those 
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checks  were  drawn.  I  have  here  a  memorandum,  which  I 
believe  to  be  correct.  I  have  examined  the  checkbook,  ex- 
cepting in  one  instance,  I  did  not  have  time. 

Q.  Please  read  it.  A.  Check  drawn,  June  28,  1902,  A.  S. 
Fairchild. 

Q.  Give  the  amount  so  we  can  check  it  off?  A.  $4,917.44. 
September  30th,  A.  S.  Fairchild,  $5,370.44,  December  31st, 
George  Strowbridge  Hollister,  $5,429.56. 

March  31,  1903,  A.  S.  Fairchild,  $6,139.95. 

June  30th,  George  D.  IVIackay,  $6,801.20. 

September  30th,  A.  S.  Fairchild,  $6,903.20. 

January  2,  1904,  A.  S.  Fairchild,  $5,763.79. 

March  31st,  George  D.  Mackay,  $5,524. 

September  -30th,  George  D.  Mackay,  $6,133.30. 

December  31st — - — 

Q.  Did  you  read  June  30th?  A.  I  skipped  that  by  mistake. 
I  have  not  the  memorandum  here.  I  must  have  omitted  it  in 
making  the  transcript. 

Q.  Go  on.      A. 

December  31,  1904,  A.  S.  Fairchild,  $5,682.14. 

March  31st,  W.  A.  Read,  $5,155.79. 

Q.  Is  Mr.  Fairchild  a  member  of  the  firm  of  Mackay  & 
Company?      A.  No,  sir. 

Q.  Is  he  a  member  of  the  firm  of  William  A.  Read  &  Com- 
pany? A.  No,  sir,  not  to  my  knowledge.  He  retired  from 
business  altogether  on  March  31st. 

A  VOICE :    I  think  he  was  a  member. 

THE  WITNESS :    He  was  a  member,  yes,  sir. 

Q.  Yes,  but  I  have  reference  now  to  Mackay  &  Company 
and  William  A.  Read  &  Company. 
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MR.  LINDABURY :  He  was  a  member  of  Vermilye  &  Com- 
pany when  those  checks  were  drawn. 

MR.  HUGHES :  I  was  inquiring  as  to  William  A.  Read  & 
Company  and  Mackay  &  Company. 

Q.  Who  instructed  you  to  prepare  these  checks  to  the  order 
of  the  partners  for  these  various  amounts?  A.  I  don't  know 
who  gave  me  the  orders  in  the  first  instance.  I  cannot  re- 
member. It  is  over  three  years  ago  and  I  have  no  means  pf 
fixing  it  in  my  mind. 

Q.  Do  you  recall  whether  it  was  Mr.  HoUister  ?  A.  I  could 
not  say.  I  presume  it  was  Mr.  Fairchild,  because  the  first 
check  was  drawn  to  him;  that  is  the  only.reason  I  have  for 
thinking  so. 

Q.  Did  you  know  anything  about  the  disposition  of  the 
checks  after  they  were  received  by  the  various  partners?  A, 
I  have  only  had  time  or  opportunity  to  trace  one  of  them. 
The  last  one  happened  to  be  accessible,  and  that  was  drawn  to 
the  order  of  W.  A.  Read,  and  was  deposited  in  his  individual 
account  with  Vermilye  &  Company.  What  disposition  was 
made  of  the  others  I  have  no  knowledge  at  all. 

Q.  Well,  did  the  books  of  Vermilye  &  Company  show  any- 
thing more  than  that  the  checks  for  the  amounts  you  have 
stated,  being  rebates  of  interest  upon  Mr.  Hegeman's  account, 
were  drawn  to  various  members  of  the  firm  ?  A.  No,  sir,  they 
did  not  to  my  knowledge;  I  am  very  sure  they  did  not. 

Q.  Your  books  do  not  show  that  the  moneys  were  paid  to 
Mr.  Hegeman?      A.  No,  sir,  in  no  instance  to  my  knowledge. 

Q.  Were  these  checks  on  Vermilye  &  Company?  A.  The 
checks  were  on  various  banks  with  whom  we  had  our  ac- 
counts. 
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Q.  The  account  between  Mr.  Hegeman  and  Vermilye  & 
Company  was  in  his  individual  name?      A.  Yes,  sir. 

Q.  And  so  far  as  the  transactions  embraced  in  the  account 
were  concerned,  Vermilye  &  Company  knew  no  one  else  but 
Mr.  Hegeman?     A.  No,  sir,  not  to  my  knowledge. 

MR.  HUGHES:  That  is  all.  Mr.  Hegeman,  will  you 
resume. 

JOHN  R.  HEGEMAN,  resumed: 

MR.  HUGHES:  I  now  offer  in  evidence  the  statement  of 
Mr.  Hegeman's  syndicate  participations  as  made  by  him. 

(Paper  marked  Exhibit  No.  344  and  read  by  Mr.  Hughes.) 

Q.  I  assume  when  you  say  that  they  bought  bonds  you  mean 
they  bought  bonds  from  the  syndicate  managers  ?     A.  Yes,  sir. 

Q.  Have  you  a  statement  of  the  profits  derived  from  these 
various  syndicate  participations,  Mr.  Hegeman?  A.  I  have 
not,  Mr.  Hughes,  but  as  I  certified  last  week,  they  have 

MR.  LINDABURY:   Yes,  we  have  it  here. 

(Producing  paper.) 

THE  WITNESS:  I  certified  they  had  netted  me  about 
$48,000  in  the  ten  years. 

MR.  HUGHES:  This  statement  I  understand  is  the  state- 
ment showing  the  whole  transaction? 

THE  WITNESS :   Yes. 
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MR.  HUGHES:    I  will  offer  it  in  evidence. 

(Paper  admitted  and  marked  Exhibit  No.  345.) 

MR.  HUGHES:  This  sheet  shows  your  participation,  the  com- 
pany's participation,  the  company's  purchases,  and  the  com- 
pany's withdrawals  and  the  profits. 

MR.  LINDABURY:    That  is  his  profit. 

MR.  HUGHES:  And  losses.  Now,  under  the  heading  of 
profits  and  losses,  I  understand  that  those  are  your  profits  and 
losses  ? 

THE  WITNESS:    Yes. 

Q.  And  not  the  company's?     A.  No. 

Q.  In  the  case  of  the  Allis-Chambers  Company  the  operation 
showed  a  loss  to  you  of  $41,350.32?     A.  Yes. 

Q.  In  the  other  cases  the  total  profits  amounted  to  $105,951.- 
74?     A.  Yes. 

Q.  Making  the  total  profits,  $64,601.42. 

Q.  Now  appended  to  that  is  a  note  "Paid  Company  $16,- 
175.32,  leaving  net  profit  $48,426.10.  What  is  meant bythat 
"Paid  Company"  ?  A.  That  was  an  amount  which  I  covered  into 
the  treasury  of  the  company. 

MR.  LINDABURY:   Representing  what ' 

THE  WITNESS:  Representing  what  might  be  claimed  I  had 
made  out  of  the  sales  made  by  the  syndicates  to  the  company, 

Q.  When  was  that  payment  made  to  the  treasury  of  the  com- 
pany?    A.  It  was  made  in  May  or  June,  1905. 
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Q.  And  in  what  manner  did  you  calculate  the  amount  of  that 
payment?  A.  That  calculation  was  made  up  by  my  book- 
keeper, and  it  was  based  on  a  proportion  of  the  profits  in  a  gen- 
eral way,  the  proportion  of  profits  made  by  the  syndicate  on  the 
transactions  as  applicable  to  that  portion  of  the  sale  made  to  the 
company. 

Q.  Well,  your  share  of  the  profits  derived  by  the  syndicate 
through  the  company's  purchases?  A.  That  was  the  amount 
I  covered  into  the  company's  treasury. 

MR.  LINDABURY:    With  interest. 

THE  WITNESS:   With  interest  at  6  per  cent. 

Q.  Can  you  state  what  led  you  to  make  the  payment  in  May 
or  June,  1905?  A.  Yes,  sir.  It  grew  out  of  the  discussion  which 
arose  over  Equitable  matters.  I  have  not  before  that  perceived 
any  violation  of  law  or  morals,  nor  since,  in  doing  what  I  did, 
but  when  that  situation  came  up  and  I  looked  at  the  question 
renewedly  and  called  to  my  help  the  advice  of  several  friends, 
none  of  them  said  they  could  perceive  any  impropriety  on  my 
part,  except  one,  and  he  said,  while  there  is  nothing  wrong  in 
what  you  have  done  as  far  as  I  can  see,  if  others  make  it  doubt- 
ful why  not  give  the  doubt  to  the  company?  But  I  would  not 
admit  any  doubt.  I  do  not  now.  At  the  same  time,  I  decided 
to  give  the  company  whatever  benefit  may  come  fromit.andas 
I  said  before,  I  did  cover  into  the  treasury  any  profits  that  the 
most  exacting  might  claim  I  had  made  in  these  syndicate  sales. 
I  looked  upon  them,  if  you  will  permit  me,  Mr.  Hughes,  in  this 
way :  There  are  various  banks  in  this  city  who  buy  up  the  whole 
issues  of  railroad  bonds  and  then  sell  them  to  the  investing  pub- 
lic. If  I  should  stand  to  buy  ten  shares  in  one  of  those  banks 
and  the  Metropolitan  should  buy  100,000  shares  of  the  par  value 
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of  one  of  those  issues  presumably  the  bank  selling  the  security 
made  a  profit.  That  profit  would  go  into  the  funds  which  made 
up  their  dividend  profits,  and  part  of  that  dividend  would  come 
to  me  on  my  ten  shares  of  stock,  and  I  could  not  for  the  life  of  me 
see  that  I  was  taking  an  advantage  in  my  position  and  commit- 
ting any  impropriety  in  accepting  my  dividend  on  the  bank's 
stock.  Or  take  a  case  like  this,  I  at  one  time  owned  loo  shares 
of  United  States  Steel  stock  when  it  was  paying  4  per  cent, 
dividend. 

They  were  bidders  for  the  steel  work  on  one  of  our  buildings 
at  Madison  Square.  Whether  or  not  they  got  it  I  do  not  re- 
member now,  but  that  is,  by  the  way.  But  if  they  took  it,  they 
presumably  made  a  profit,  and  that  profit  went  into  their  divi- 
dend fund,  and  my  share  in  that  dividend,  one  per  cent.-  a  quarter 
came  out  in  that  way.  I  could  not  see  in  that  case  that  I  had 
committed  any  impropriety  whatever,  or  taken  any  advantage 
of  my  position,  or  done  anything  wrong  which  could  be  justly 
criticized.  It  seems  to  me,  in  these  syndicate  matters,  in  which 
I  have  no  voice,  and  have  had  none  in  the  control  of  anything 
that  related  to  them,  it  was  in  the  hands  of  others  to  whom 
they  should  sell  or  what  price,  or  anything  relating  to  it  was  en- 
tirely out  of  my  control.  I  was  in  the  position  of  a  minority 
.  stockholder  in  a  corporation  without  a  director,  and  I  have  never 
been  able  to  see  yet  why  there  was  any  good  reason  why  because 
a  man  who  was  fortunate  or  unfortunate  enough  to  be  a  life  in- 
surance company  president  should  be  shut  out  of  those  profits, 
which  an  ordinary  man  should  be  permitted  to  participate  in. 

Q.  We  have  had  a  great  deal  of  evidence  on  this  subject,  and 
as  our  time  is  very  limited,  it  is  impossible  for  us  now  to  go  further 
into  a  discussion  of  these  transactions  which  have  been  very 
fully  ventilated  and  considered.  Of  course  you  understand 
that  it  is  undesirable  for  an  insurance  official  to  be  making 
money  through  the  purchases  made  by  his  company?     A.  Well 
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I  cannot  say — you  say  you  consider  it  inadvisable  or  undesira- 
ble? 

Q.  Undesirable,  yes.  A.  It  does  not  seem  to  me  that  I  was 
doing  a  wrong  and  if  I  had,  I  would  not  have  done  it. 

Q.  Well,  we  will  not — ^we  have  for  example  here  in  October 
last  a  participation  by  the  company  of  five  hundred  thousand 
dollars  in  the  syndicate  of  the  Wabash  Pittsburg  terminal,  and 
a  participation  by  yourself  in  the  same  syndicate  to  the  extent  of 
$150,000.  It  appears  from  your  statement  that  the  Metro- 
politan Life  Insurance  Company  purchased  $1,665,000  of  the 
bonds  of  that  company,  and  of  course  through  that  purchase 
swelled  the  profits  of  the  syndicate  which  were  divided  according  - 
to  the  respective  subscriptions.  You  understood  that  perfectly  ? 
A.  Yes,  but  the  fact  that  I  was  in  that  syndicate  had  no  bearing 
directly  or  remotely  to  any  extent  with  my  dealings  with  those 
syndicates. 

Q.  It  did  not  affect  your  judgment  in  any  way?  A.  Not  in 
the  least. 

Q.  Do  you  recall  certain  questions  having  been  addressed  to 
your  insurance  company  in  company  with  others  with  regard 
to  the  methods  of  your  company  and  the  benefits  derived  by 
officers  from  the  transactions  of  your  company,  the  questions 
having  come  from  certain  insurance  commissioners,  including 
the  Insurance  Commissioner  of  Tennessee. 

MR.  LINDABURY:  What  date? 

MR.  HUGHES:  This  year. 

Q.  Following  upon  the  disclosures  of  the  Equitable  Life  As- 
surance Society,  as  I  recollect  it?  A.  I  think  I  do  recall  such 
questions. 
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Q.  A  series  of  questions  I  understand  were  propounded  to 
various  companies,  and  their  answers  have  been  pubUshed.  I 
have  not  the  pamphlet  here,  but  I  have  the  Journal  of  Commerce 
and  Commercial  Bulletin  of  Tuesday,  July  nth,  1905,  purport- 
ing to  give  the  answers  to  these  questions  on  the  part  of  your 
company.  The  answer  to  the  first  question  is  this:  "Neither 
from  any  past  or  present  purchases  or  sales  of  securities  by  the 
company  has  any  officer  any  benefit  personally.  The  company 
has  received  every  such  benefit  and  all  of  it."  That  question 
was  answered  in  that  manner  after  you  made  the  payment  to 
which  you  referred  and  was  intended  to  present  the  situation  as 
it  existed  at  the  time  and  not  as  it  had  existed?  Is  that  so? 
A.  As  it  existed  at  the  time? 

Q.  At  the  time  the  answer  was  made?     A.  Yes. 

Q.  It  was  not  intended  in  that  answer  to  say  that  no  officer 
had  in  the  past  received  such  benefits?     A.  It  was  not. 

Q.  Referring  to  the  syndicate  participation  mentioned  in 
Exhibit  345,  the  purchase  there  stated  are  all  purchases  of  the 
company  and  the  withdrawals  there  stated  are  all  withdrawals 
of  the  company,  are  they  not?     A.  Where  it  so  states. 

Q.  Well,  I  want  to  be  sure  that  I  understand  the  paper  cor- 
rectly? A.  It  says  company's  purchases  and  company's  with- 
drawals. 

Q.  Did  you  purchase  any  of  the  bonds  in  any  of  these  syndi- 
cates from  the  syndicate  managers?     A.  I  did. 

Q.  In  what  case?  A.  The  only  case  I  recall  is  that  of  the 
Allis-Chalmers,  where  I  withdrew  my  subscription. 

Q.  That  was  because  you  had  to,  was  it  not,  that  the  syndicate 
subscribers  were  called  upon?     A.  I  won't  say  that. 

Q.  Now,  did  you  buy  at  any  time  any  of  the  securities  on 
margin  which  were  the  subject  of  the  syndicate  operations  men- 
tioned in  the  paper?     A.  I  think  not. 

Q.  Did  you  at  any  time  buy  or  sell  securities  on  margin  in  your 
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account  with  Vermilye  &  Company,  which  securities  were  dealt 
in  by  the  Metropolitan  Life  Insurance  Company — I  do  not  mean 
the  particular  securities  that  you  bought  or  sold  on  margin  were 
dealt  in:  by  the  Metropolitan  Life  Insurance  Company,  but  did 
you  buy  or  sell  on  margin  securities  of  the  same  class  or  kind  or 
same  issue?     A.  I  cannot  say,  but  I  think  not. 

Q.  I  understand  that  you  desire  to  make  a  statement  with 
regard  to  the  values  of  certain  securities  which  were  mentioned 
on  Friday  last;  if  so  you  may  do  so  at  this  time. 

MR.  LINDABURY:  The  explanation  that  you  asked  for  ? 

MR.  HUGHES:   Yes, 

MR.  LINDABURY:  We  said  that  we  would  furnish  it  if  you 
gave  us  the  opportunity. 

MR.  HUGHES:   You  have  had  the  opportunity. 

MR.  LINDABURY:   We  will  furnish  the  explanation. 

MR.  HUGHES :   We  want  to  hear  what  it  is. 

THE  WITNESS:  This  is  with  respect  to  the  sale  of  certain 
securities. 

MR.  LINDABURY:  The  paper  you  have. 

THE  WITNESS:  The  first  one  you  asked  about,  the  Minne- 
apolis Street  Railway  and  St.  Paul  City  s's,  due  in  1928.  Those 
bonds  I  would  say  were  sold  through  Messrs.  W.  A.  Read  & 
Company  during  April  and  May,  1905,  on  commission  at  the 
price  of  107  to  107  M  and  accrued  interest  net.  The  prices 
quoted  in  the  Commercial  and  Financial  Chronicle  referred  to 

2793 


Testimony  of  John  R.  Hegeman 

April  8,  1905,  108,  and  May  13,  109%,  were  for  totally  different 
bonds,  namely  the  Minneapolis  Street  Railway  first  naortgage 
5*8,  due  19 19.  The  quotation  in  the  Commercial  and  Financial 
Chronicle  of  April  8th,  1905,  and  May  6th,  1905,  is  105  bid  and 
1073^  asked. 

Q.  Go  on,  Mr.  Hegeman.  A.  The  next  was  the  case  of 
$200,000  Cincinnati,  Indianapolis  and  Western  4's  sold  April  7, 
1905.  Those  bonds  were  sold  on  commission  by  Messrs.  Read 
&  Company  at  97 X  ^^^^  accrued  interest  net.  The  interest  date 
is  January  and  July.  97M  ^^nd  accrued  interest  therefor  on 
April  6th  is  equivalent  to  a  flat  price  a  little  better  than  98  J^. 
The  quotation  read  from  Commercial  and  Financial  Chronicle  is 
as  of  April  8,  98  bid  and  98^  asked.  Those  quotations  are  flat 
prices.  The  net  cost  obtained  was  therefore  a  quarter  per  cent, 
over  the  bid  price.  Another  case  was  $200,000  Minneapolis,  St. 
Paul  and  Sault  Ste.  Marie  consolidated  4's,  due  in  1938.  Those 
bonds  were  sold  on  May  i8th,  1905,  at  par  and  accrued  interest 
net,  equivalent  to  a  little  over  102 J^  flat.  The  quotations  from 
the  Commercial  and  Financial  Chronicle  of  May  13,  1905,  are 
sales  at  loi  and  from  that  of  May  20th,  1905,  loi^  bid,  week's 
range  last  sale  loij^.  Inasmuch  as  those  bonds  were  sold  at 
loij^  flat  net,  they  brought  a  little  more  than  the  quoted  market 
price. 

BY  MR.  LINDABURY: 

Q.  You  say  to  whom  those  were  sold  or  how  they  were  sold? 
A.  In  the  first  two  cases  I  said  they  were  sold  on  commission 
through  William  A.  Read  &  Company. 

Q.  How  was  the  last?     A.  The  record  does  not  show. 

Q.  It  was  in  fact  through  William  A.  Read  &  Company  and 
not  to  William  A.  Read?  A.  Through.  Inasmuch  as  those 
bonds  were  sold  at  10  ij^  flat  net 
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Q.  That  shows  that  it  was  through  less  commission.  A.  Yes, 
it  was  through  them.  They  brought  a  little  more  than  the 
quoted  market  price. 

Q.  Go  on.  A.  Then  I  have  here  the  other  paper,  Mr.  Hughes, 
on  the  annual  statement  of  securities,  the  market  values.  $500,- 
000  Detroit  United  Railway  consolidated  mortgage  4}^  per  cent, 
bonds.  Those  bonds  were  purchased  from  Vermilye  &  Company 
December  226.,  1904,  at  94  and  accrued  interest,  namely  principal 
$470,000,  interest  on  $500,000  for  five  months  and  21  days 
$10,687.50;  total  $480,687.50,  which  is  about  96}^  fiat.  The 
valuation  of  those  bonds  given  as  of  December  31,  1904,  $482,500 
is  at  g6}4  fla^t,  equivalent  to  94^^  and  accrued  interest. 

Q.  Go  on.  A.  The  quotation  read  from  the  Commercial  and 
Financial  Chronicle  of  January  7,  1905,  is  94  bid  and  95  asked, 
but  those  are  prices  for  the  bonds  with  interest  accrued  from 
January  ist  only  and  exclusive  of  2^  per  cent,  paid  January 
ist,  1905. 

BY  MR.  HUGHES: 

Q.  Pardon  me  a  minute.  I  want  to  have  this  exactly  right 
and  to  make  as  public  as  possible  any  correction  that  may  be 
needed  in  the  testimony.  Now,  in  order  that  I  may  understand 
it,  I  understand  your  point  to  be  that  the  price  bid  in  the  Com- 
mercial and  Financial  Chronicle  is  a  flat  price — in  other  words, 
that  when  the  Commercial  and  Financial  Chronicle  says  94  bid 
95  asked  it  means  what?  A.  It  means  in  some  cases  that  it  is 
a  flat  price  and  others  not. 

Q.  Well,  you  have  just  made  a  statement  about  the  Detroit 
United  Railway;  you  say  that  the  purchaser  pays  or  does  not 
pay  the  interest  in  addition  to  the  price  of  94  bid  and  95  asked. 
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MR.  FISKE :  What  month  is  that — the  month  you  are  reading 
from  the  Financial  Chronicle? 

MR.  HUGHES:  It  is  the  record  of  December  31st,  January 
number. 

MR.  FISKE:  That  means  interest  from  January  ist. 

MR.  MILBURN:  The  quotations  on  the  Stock  Exchange  on 
the  stock  list  are  always  fiat  price,  that  is,  they  include  the 
accrued  interest.  When  outside  securities  are  quoted,  that  is, 
outside  according  to  the  Stock  Exchange,  like  city  bonds  and 
outside  street  railway  bonds  or  other  bonds  of  that  character, 
they  are  always  quoted  at  so  much  and  accrued  interest. 

BY  MR.  HUGHES: 

Q.  We  want  to  know  how  much  this  Commercial  and  Financial 
Chronicle  quotation  is.  I  understand  the  witness  to  say  that  the- 
quotation- of  Detroit  United  Railways  of  December  31st,  1904, 
was  a  flat  quotation.  I  want  to  know  what  he  says  and  what 
he  has  not  said  on  that  subject — what  is  it?  A.  I  said  the 
quotation  bidding  from  the  paper  of  January  7,  1905,  is  94  bid 
•and  95  asked,  was  the  price  for  the  bonds  with  interest  for  seven 
days  accrued  only  from  January  1st,  but  exclusive  of  the  2 3^ 
per  cent,  paid  on  that  day. 

Q.  Is  that  the  fact  as  you  understand  it?     A.  So  I  believe  it. 

Q.  Now,  looking  at  that  Detroit  United  Railway  I  find  a  mark 
opposite  that  with  a  footnote  which  shows  that  the  price  of  94 
bid  and  95  asked  is  not  a  flat  price;  that  the  purchasers  are 
always  paid  accrued  interest.  Now  I  understand  you  to  say 
that  the  accrued  interest  on  that  is  only  from  January  ist;  but 
my  understanding  of  these  quotations  in  this  number  under  this 
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head  was  that  they  were  giving  the  values  as  of  December  31st 
and  therefore  that  as  of  that  date  the  price  was  not  a  flat  price 
but  that  the  accrued  interest  was  to  be  paid.  Is  or  is  not  that 
to  be  paid?  A.  You  are  speaking  of  the  value  entered  in  our 
security  list? 

Q.  No,  I  am  speaking  of  this  quotation  in  the  Commercial  and 
Financial  Chronicle  which  I  suppose  was  a  quotation  of  value 
as  of  December  31st,  and  in  the  case  mentioned  was  not  a  flat 
price,  but  in  addition  to  that  price  the  purchaser  had  to  pay 
accrued  interest  ?     A.I  understand  that  quotation  as  a  flat  price. 

Q.  If  you  notice  the  sign  opposite  Detroit  United  Railway  in 
the  quotation  and  the  net  below  you  will  see  the  purchaser  also 
pays  accrued  interest,  and  the  note  above  you  will  see  the  price 
marked  there  and  the  sign  indicating  that  the  purchaser  has  to 
pay  the  accrued  interest  in  addition  to  the  price  given?  A. 
What  is  the  quotation  there? 

Q.  94  bid  and  95  asked?  A.  If  94  bid  and  he  has  got  to  pay 
accrued  interest  he  has  got  to  pay  2^^  per  cent,  more;  that  is 
96M. 

Q.  Then  the  point  is  that  your  prices  are  flat  prices?     A.  Yes. 

Q.  Let  us  have  the  record  perfectly  clear  upon  it  so  that  we 
can  go  over  it  and  ascertain  just  what  comparison  should  be 
made?  A.  Our  prices  that  we  quoted,  Mr.  Hughes,  I  understand 
to  be  the  flat  prices  including  the  accrued  interest. 

Q.  Now,  do  I  understand  that  on  December  31st,  1904, 
when  you  made  up  your  values  of  securities  you  included  in 
those  values  the  account  upon  interest  due  on  that  day?  A. 
We  did,  and  we  took  no  credit  for  accrued  interest  on  any  of 
these  bonds  in  the  statement. 

Q.  You  took  no  credit  for  accrued  interest  to  put  it  in  your 
value?  A.  No,  there  were  two  ways  in  which  the  statement 
might  be  made  up — the  flat  price  which  included  the    accrued 
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interest  when  it  was  ofEered  under  market  values  or  in  the  price 
plus  accrued  interest. 

V  Q.  So  you  made  up  your  statement  of  values  putting  in  the 
accrued  interest  on  all  your  bonds?  A.  Yes.  It  brought  up 
the  same  results  to  a  penny. 

Q.  And  not  taking  credit  for  any  interest  anywhere  else  in 
your  statement?  A.  Not  a  dollar.  One  more:  250,000  Min- 
neapolis Street  Railway  &  St.  Paul  City  Railway  5  per  cent, 
bonds  due  1928.  The  same  explanation  applies  to  those  bonds 
as  to  those  last  referred  to.  They  were  purchased  December 
14th,  1904,  at  io2}/2  and  accrued  interest  net,  the  principal 
amounting  to  $256,250  and  accrued  interest  "for  two  months 
and  13  days,  $2,534.72,  making  a  total  of  $258,784.72  net. 
Adding  interest  from  December  14th  to  December  31st,  1904, 
would  make  the  cost  fiat  price  as  on  that  date  103^.  The 
valuation  of  i'o5  is  justified  by  the  fact  that  as  we  were  informed 
the  bonds  did  advance  very  rapidly,  which  is  apparent  by  the 
fact  that  the  company  sold  $500,000  of  this  issue  of  bonds  during 
the  next  four  months  at  107.  The  quotation  of  103  in  the  Com- 
mercial &  Financial  Chronicle  of  the  end  of  the  year  is  as  always 
with  the  case  with  unlisted  bonds — unlisted  street  railway 
bonds  the  price  excluding  accrued  interest  and  including  accrued 
interest  is  104)^. 

Q.  Now  is  there  any  further  explanation  on  that  head?  A. 
No,  sir. 

Q.  Now,  I  want  to  direct  your  attention  to  the  land  carried 
by  your  company  in  your  annual  report?  A.  Under  the  item 
non-ledger  items? 

Q.  Under  the  item  of  book  values  of  real  estate  $16,806,- 
932.86.  How  much  of  that  book  value  of  real  estate  is  within 
the  city  of  New  York?  Have  you  a  list  of  that?  A.  I  cannot 
say,  Mr.  Hughes. 
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Q.  Have  you  a  statement  here  or  is  there  any  one A.  I 

very  quickly  can  get  at  where  the  real  estate  is, 

MR.  FISKE :  I  have  not  got  the  full  annual  statement.  It 
would  only  appear  in  the  full  annual  statement. 

THE  WITNESS:   Schedule  of  real  estate? 

MR.  FISKE:  I  know,  I  have  only  a  synopsis.  It  is  neariy 
all  here. 

BY  MR.  HUGHES: 

Q.  Is  it  approximately  fourteen  million  dollars  of  the  amount 
of  your  real  estate  holdings  that  represents  the  stated  value  of 
the  real  estate  in  New  York  City  ?  A.I  think  that  is  the  amount 
but  I  would  not  testify  accurately.  I  can  get  the  statement  by 
telephoning  for  it. 

Q.  What  approximately  has  been  the  cost  of  the  building 
owned  by  your  company  at  Madison  Avenue  and  23rd  Street? 
A.  From  memory  I  cannot  say,  but  it  will  give  me  much  pleasure 
to  give  you  the  fact,  if  you  will  permit  me  to  telephone  up  to  them. 

Q.  In  what  department  is  the  matter  of  expenditures  on  build- 
ings taken  care  of?    A.  In  the  Comptroller's    department. 

Q.  And  the  Comptroller  is  Mr.  Ecker?      A.  He  is. 

Q.  Is  he  here?     A.  He  is. 

Q.  And  he  has  full  information  in  regard  to  that  matter? 
A — Unless  he  has  gone  for  that  statement. 

MR.  FISKE:   He  has  gone  to  telephone  for  that  statement. 

Q.  What  committee  of  your  company  has  charge  of  the  build- 
ing operations?  A.  The  Finance  Committee  put  the  matters 
in  the  hands  of  the  executive  officers. 
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Q.  What  executive  of&cer  has  direct  charge  of  it?  A.  The 
president  and  vice-president. 

Q.  What  firm  if  any  has  the  principal  contract  for  the  con- 
struction of  that  building?  A.  On  the  present  building,  Messrs. 
Heddin  &  Company. 

Q.  Is  that  a  firm  or  a  corporation?     A.  A  corporation. 

Q.  Who  are  the  Messrs.  Heddin^ — what  are  their  initials ?  A. 
I  think  they  are  the  Heddin  Construction  Company. 

Q.  Mr.  B.  P.  Heddin,  that  is  the  head  of  the  company?  A. 
I  don't  know. 

MR.  FISKE:   Charles  R.  Heddin  is  one. 

THE  WITNESS:  His  father  was  the  original  Heddin— the 
originator  of  the  company. 

MR.  FISKE :    I  don't  think  his  father  is  living. 

THE  WITNESS:  Yes,  he  was  the  original  Heddin,  whether 
he  is  in  the  firm  now  or  not  I  cannot  say. 

BY  MR.  HUGHES: 

Q.  The  firm  is  D.  J.  Heddin's  Sons?  A.  The  one  we  had  the 
most  to  do  with  was  Mr.  C.  R.  Heddin. 

Q.  Is  any  one  of  the  officers  of  your  company  related  to  any 
of  the  Messrs.  Heddin?     A.  Not  to  my  knowledge. 

Q.  What  is  the  basis  upon  which  the  present  building  opera- 
tions are  conducted — -on  a  fiat  contract  price  or  on  cost  and 
percentage  basis?     A.  We  pay  Mr.  Heddin  4  per  cent. 

Q.  Cost  and  4  per  cent.?     A.  Yes. 

Q.  Is  that  an  economical  method  of  construction?  A.  We 
think  it  is. 
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Q.  What  supervision  have  you  of  the  items  that  enter  into  the 
cost  as  reported  to  you  from  time  to  time?  A.  We  know  all 
the  contracts,  of  course,  that  are  made;  the  expenditures  that 
those  contracts  require  are  known  by  the  company's  architects 
and  by  its  comptroller. 

Q.  Is  it  not  a  fact  that  the  cost  of  the  construction  of  that 
building  has  been  very  large,  relatively?     A.  I  should  say  not. 

Q.  Do  you  think  that  it  has  been  economically  constructed? 
A.  I  believe  it  has  been. 

Q.  Has  your  comptroller  a  statement  that  will  show? 

MR.  FISKEr  Everything,  except  the  mason  and  carpenter 
work  is  done  by  contract.  The  contracts  were  made  by  sub- 
men  under  the  masons  and  carpenters. 

Q.  Yes.  As  I  understand  it  Mr.  Heddin  is  concerned  as 
contractor  for  the  entire  work,  and  whatever  he  pays  under  any 
sub-contract  is  allowed  him  as  costs? 


MR.  FISKE :   That  is  right. 

MR.  HUGHES:   That  is  he  has  four  per  cent,  over  and  above 
the  cost  of  all  contracts  for  the  profit  upon  his  own  contract. 

MR.  FISKE:    For  his  supervision,  for  his  work. 

MR.  HUGHES:  For  his  supervision,  I  mean  that  is  a  payment 
over  the  cost. 

THE  WITNESS:   But  all  the  contract  work  is  under  competi- 
tion. 
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Q.  Do  you  personally  examine  into  these  matters  for  the  pur- 
pose of  ascertaining  whether  the  building  is  kept  within  the  proper 
limits  of  cost  ?     A.  I  have  sought  to  do  so. 

Q.  And  you  have  records?  A.  Not  so  much  of  late  since  the 
Comptroller's  Department  has  been  organized,  but  prior  to 
that  I  did. 

Q.  And  you  or  the  comptroller's  department  have  records 
which  will  show  the  rates  at  which  the  contracts  have  been  let 
and  the  amounts  which  have  been  paid  for  cost?  A.  Yes,  in 
the  course  of  construction  ? 

MR.  HUGHES:  I  would  like  to  have  a  statement  prepared 
which  would  show  the  amounts,  the  contract  rates  of  the  sub- 
contracts, and  the  amounts  which  have  been  allowed  for  ex- 
penses in  construction  in  the  building,  of  course  classified  in 
such  a  way  as  to  give  an  understanding  of  it,  so  that  the  Com- 
mittee can  have  the  means  of  ascertaining  the  economy  with 
which  the  operations  have  been  carried  out. 

MR.  FISKE:    From  what  date? 

MR.  HUGHES:    Covering  this  building  on  Madison  Avenue 

THE  WITNESS:  That  goes  back  fifteen  years.  Back  to 
1890.     Mr.  Heddin  was  not  in  the  original  building. 

MR.  HUGHES :  Have  you  also  asked  for  a  statement  of  rents  ? 

THE  WITNESS:  That  one  made  up  to  December  31st,  1904 
— the  last  one  we  made  up 

MR.  ECKER:   Yes,  I  can  give  it  to  you  to-day. 
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BY  MR.  HUGHES: 

Q.  In  connection  with  real  estate  operations,  that  is,  in  the  in- 
vestments in  real  estate,  what  broker  is  employed  by  your  com- 
pany? A.  "Well,  in  the  purchase  of  the  property  in  the  Madison 
Square  section  upon  which  the  home  office  building  now  stands, 
the  brokers  as  I  remember  them,  were  Francis  S.  DriscoU,  George 
R.  Reed — I  may  be  mistaken  as  to  DriscoU,  who  is  now  dead — 
been  dead  for  many  years,  but  I  think  he  was  in  the  first  pur- 
chases that  we  made  on  Madison  Avenue. 

Q.  That  was  a  number  of  years  ago?  A.  That  was  back  in 
1890  or  thereabouts. 

Q.  Well,  what  brokers  have  since  been  employed  by  your  com- 
pany generally  in  connection  with  the  investment  of  the  moneys 
of  your  company — purchases  or  sales  of  real  estate.  A.  In  the 
purchase  and  sale  of  real  estate  I  recall  no  brokers,  except  Mr. 
Smith. 

Q.  Mr.  Frank  E.  Smith?  A.  I  think  his  name  is  Frank;  but 
Mr.  Ecker  will  tell  you  about  that  fully. 

Q.  Is  it  a  policy  of  your  company  to  invest  largely  in  mort- 
gages on  real  estate?     A.  It  is. 

Q.  Has  your  company  ever  owned  what  is  known  as  the  West- 
minster Hotel?    A.  It  did. 

Q,  That  was  on  the -comer  of  Irving  Place  and  i6th  Street? 
A.  I  should  say  so. 

Q.  How  did  you  acquire  that  property?     A.  By  foreclosure. 

Q.  Did  you  trade  it  off  for  an  office  building  at  the  southeast 
comer  of  Fourth  Avenue  and  19th  Street?     A.  I  believe  we  did. 

Q.  When  was  that?    A.  I  don't  know. 

Q.  Well,  was  it  within  a  recent  period? 

MR.  ECKER:  It  is  within  five  years, 
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THE  WITNESS:  It  is  within  four  or  five  years. 

Q.  Is  it  within  a  year  or  two-years?    A.  No;  that  is  too  brief. 
Q.  Who  acted  on  your  behalf  in  that  trade?     A.  I  cannot  say; 
but  the  records  will  show. 

Q.  Was  it  Mr.  Smith?     A.  I  cannot  say. 

MR.  FISKE:   Ecker,  you  know. 
MR.  ECKER:   Yes,  it  was. 

MR.  HUGHES:  Suppose  you  withdraw  for  a  moment,  and 
let  Mr.  Ecker  go  on  the  stand.  Come,  Mr.  Ecker,  we  will  ex- 
amine you  if  you  know  about  these  matters. 

FREDERICK  H.  ECKER,  being  duly  sworn,  testified  as 
follows: 

BY  MR.  HUGHES: 

Q.  How  long  have  you  been  in  charge  of  the  real  estate  of  the 
Metropolitan  Life  Insurance  Company?  A.  As  comptroller 
only  since  January  ist  of  this  year. 

Q.  But  without  being  named  as  comptroller  you  were  in 
charge  of  it  practically  prior  to  that  date  ?  A.  Of  all  of  the  real 
estate  of  the  company  with  the  exception  of  the  home  office 
building,  prior  to  that  date  for  ten  or  twelve  years. 

Q.  Do  you  know  Mr.  Frank  E.  Smith?     A.  Yes,  sir. 

Q.  Is  he  frequently  employed  as  a. broker  by  the  Metropolitan 
Life  Insurance  Co.  in  the  disposition  of  property?  A.  He  has 
been — ^that  is  he  has  acted  as  the  broker  for  the  Metropolitan 
Life  in  several  transactions.  He  has  not  been  employed  by  us; 
he  has  had  the  property  for  sale  in  the  same  manner  that  many 
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other  brokers  have  it.  He  has  made  more  sales  for  us  perhaps 
than  any  other  one  that  I  now  recall. 

Q.  Is  he  in  any  way  connected  with  any  of  the  officers  con- 
nected with  your  company?     A.  To  my  knowledge,  no. 

Q.  We  were  speaking  with  Mr.  Hegeman  a  moment  ago  of  the 
trading  off  of  the  Westminster  Hotel  for  an  office  building  at' 
the  southeast  corner  of  Fourth  Avenue  and  igth  Street.  When 
was  that  done?  A.  I  don't  recall  the  date.  It  was  between 
three  and  five  years  ago,  I  should  say. 

Q.  Wasn't  he  a  broker  in  that  transaction?     A.  He  w£is. 

Q.  Then  is  it  a  fact  that  that  igth  street  property  so  acquired 
was  traded  off  for  the  Seymour  Hotel  in  West  4Sth  street?  A. 
There  is  such  a  contract,  yes,  sir. 

Q.  When  was  it  made  ?  A.  In  the  spring  of  this  year ;  the  exact 
date  I  do  not  recall. 

Q.  Why  was  that  trade  made?  A.  Because  it  was  one  to  the 
advantage  of  the  company. 

Q.  In  what  way  was  it  to  the  advantage  of  the  company  to 
start  with  the  Westminster  at  Irving  Place  and  i6th  street  and 
dispose  of  the  property  by  two  successive  trades  and  finallj- 
arrange  for  the  acquisition  of  hotel  property-  in  West  4Sth  street? 
A.  The  transaction  in  which  we  agreed  to  trade  the  property  at 
the  comer  of  Fourth  avenue  and  19th  street  for  the  Seymour 
Hotel  would  be  a  very  profitable  one  to  us  that  would  realize 
more  money  for  the  office  building  than  we  paid  for  it. 

Q.  Was  the  Seymour  Hotel  under  foreclosure  at  the  time  you 
made  this  arrangement?     A.  Yes. 

Q.  Under  foreclosure  by  the  Metropolitan  Life?  A.  I  did  not 
know  that  at  the  time.     I  think  I  learned  it  since. 

Q.  What  was  the  amount  of  your  original  loan  upon  the  West- 
minster Hotel  property?  A.  As  I  recall  it  $375,000.  I  would 
not  like  to  testify  that  as  being  accurate  without  referring  to  the 
books. 
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Q.  What  was  the  book  value  of  that  property  at  the  time  that 
you  took  the  southeast  corner  of  Fourth  avenue  and  igth'street 
in  exchange — that  is  what  was  it  cost  upon  your  books?  A. 
About  four  hundred  and  fifty — is  my  recollection. 

Q.  $450,000?     A.  $450,000,  as  I  recollect  it. 

Q.  What  were  the  terms  of  the  trade  for  the  property  at  the 
southeast  comer  of  Fourth  avenue  and  19th  street?  A.  We 
were  to  take  the  property  at  the  corner  of  Fourth  avenue  and  19th 
street  subject  to  $800,000,  for  the  Westminister  Hotel  property. 

Q.  And  that  remained  then  as  the  book  value  paid  you  of 
$470,000. 

THE  CHAIRMAN:  $450,000. 

MR.  HUGHES:  $450,000. 

A.  $450,000;  my  recollection  is  that  that  is  about  the  figure; 
I  won't  be  sure. 

Q.  Was  there  a  commission  paid  upon  that  trade?  A.  Un- 
doubtedly. 

Q.  By  the  company  to  Mr.  Smith?    A.  Yes. 

Q.  How  much?  A.  Whatever  the  value  we  put  the  West- 
minster Hotel  at  in  the  trade,  one  per  cent,  of  that  amount. 

Q.  And  that  value  was  about  what  amount?  A.  In  the  neigh- 
borhood of  $450,000  to  $500,000 — the  exact  figure  I  don't  re- 
member. 

Q.  Now,  did  you  receive  any  authorization  or  did  your  com- 
pany receive  any  authorization  to  enable  you  to  make  this  trade 
of  one  property  for  another?  A.  Authority  of  the  Court  to 
purchase  the  Fourth  avenue  and  i8th? 

Q.  No;  in  approval  of  the  transaction?    A.  We  received  au- 
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thority  from  the  Supreme  Court  to  purchase  the  property  at  the 
comer  of  19th  street  and  Fourth  avenue. 

Q.  By  disposing  of  one  property  and  taking  the  other  in  ex- 
change? A.  My  recollection  is  our  application  was  to  purchase 
that  property,  irrespective  of  any  agreement  to  sell  anything 
else  in  connection  with  this  purchase. 

Q.  Did  you  disclose  to  the  Supreme  Court  that  this  was  a 
trading  off  of  one  property  for  another?  A.  I  don't  recall  that 
that  appeared  in  the  application. 

Q.  Now,  having  this  property  at  the  southeast  comer  of 
.  Fourth  avenue  and  19th  street  subject  to  a  mortgage  of  about 
$800,000?     A.  Of  $800,000. 

Q.  And  representing  a  cost  in  the  neighborhood  of  $400,000, 
you  made  an  arrangement  for  the  acquisition  through  exchange 
of  the  Seymour  Hotel  property  in  45th  street  west  of  Fifth  avenue ; 
on  what  basis  was  that  made?  A.  We  received  in  cash  and 
mortgage  an  amount  greater  than  the  actual  cost  of  the  Fourth 
avenue  and  19th  street  property. 

Q.  What  did  you  receive ?  A.  In  addition  to  that  we  received 
whatever  equity  there  might  be  in  the  Seymour  Hotel~property. 

Q.  What  did  you  receive  in  cash?  A.  As  I  recollect  it  cash 
and  mortgage  $1,340,000  or  $1,345,000. 

Q.  How  much  of  that  was  mortgage?  A.  My  recollection 
is  $1,200,000,  upon  which  payments  of  $50,000  per  annum  were 
to  be  made  until  the  mortgage  was  reduced  or  would  be  re- 
duced to  a  million  dollars. 

Q.  Upon  what  property  was  the  mortgage?  A.  The  property 
we  were  willing — the  Parker  Building,  Fourth  avenue  and  19th 
street. 

Q.  What  was  done  with  the  $800,000  mortgage  on  that  prop- 
erty?    A.  The  contract  provided  that  should  be  paid  off. 
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Q.  So  that  the  debt  of  that  property  was  to  be  refunded  by 
a  mortgage  of  $1,400,000?     A.  That  is  right. 

Q.  Previously  that  property  in  19th  street  had  stood  on  your 
books  as  $800,000  mortgage,  $450,000  book  value  equity,  total 
$1,250,000?     A.  Thereabouts.     It  may  have  been  $10,000  more. 

Q.  By  this  trade  you  took  a  mortgage  upon  that  property  of 
$1,200,000  to  be  paid  up  in  installments  as  you  have  stated, 
and  transferred  the  equity  and'  took  in  exchange  an  equity  in 
the  Seymour  Hotel  property  in  West  4sth  street?  A.  Yes,  but 
we  received  in  cash  and  mortgages  considerably  more. 

Q.  I  know  what  you  received  in  mortgage,  but  what  did  you 
say  you  received  in  cash?  A.  We  would  receive  in  cash  on  that 
basis  about  $140,000  or  $150,000. 

Q.  Have  you  had  that  cash?  A.  That  contract  is  not  yet 
carried  out. 

Q.  When  was  the  contract  made?  A.  We  have  received  on 
account  of  the  contract  $50,000  in  cash. 

BY  THE  CHAIRMAN: 

Q.  When  was  the  contract  made?  A.  The  contract  was 
made  as  I  have  testified,  last  spring.  The  transfer  has  not 
taken  place. 

BY  MR.  HUGHES: 

Q.  What  was  the  amount  of  mortgage  under  foreclosure 
upon  the  Seymour  Hotel  property?  A.  As  I  was  receiving  in 
cash  considerably  more  than  the  Parker  Building  cost  us,  and 
we  were  getting  that  equity  as  an  additional  profit,  I  did  not 
concern  myself  as  to  its  value  at  the  time,  and  I  guess  I  did  not 
know  what  the  mortgage  was  that  was  being  foreclosed. 
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Q.  Well,  do  you  know  now?  A.  I  think  it  was  $650,000;  I 
am  not  sure. 

Q.  What  is  the  value  of  the  Parker  Hotel  building  in  your 
judgment?     A.  $1,500,000  now. 

Q.  Now,  at  this  time?  A.  I  should  think  something  like 
that. 

Q.  And  the  liens  upon  it  are  $1,200,000?  A.  The  Hens  upon 
it  are  $800,000  at  the  present  time. 

Q.  Yes,  but  under  this  arrangement  you  contemplate  the 
investment  in  that  building  was  a  mortgage  of  $1,200,000? 
A.  Yes,  sir. 

Q.  Did  you  inquire  into  the  history  of  the  Seymour  Hotel 
Building?     A.  No. 

Q.  Do  you  know  whether  or  not  it  is  a  profitable  investment 
for  the  Metropolitan  Life  so  far  as  their  mortgages  is  concerned  ? 
A.  At  that  time  I  did  not. 

Q.  Do  you  know  now?     A.  No. 

Q.  Do  you  know  whether  it  is  a  private  hotel  or  apartment 
hotel?     A.  It  is  an  apartment  hotel,  I  believe. 

Q.  Do  you  know  whether  it  has  been  run  at  a  profit  or  not? 
A.  No. 

Q.  Do  you  know  what  advantages  or  disadvantages  there  are 
attending  the  ownership  of  the  equity  of  that  property  with  the 
•responsibility  of  profitable  management?  A.  May  I  ask  you 
to  read  that  question? 

Q.  (Repeated  as  follows)  Do  you  know  what  advantages  or 
disadvantages  there  are  attending  the  ownership  of  the  equity 
of  that  property  with  the  responsibility  of  profitable  manage- 
ment?    A.  Responsibility  of  profitable  management? 

Q.  If  you  are  owner  of  the  property,  you  will  have  to  run  it, 
or  l«ase  it?     A.  Or  lease  it,  yes,  sir. 

Q.  You  have  to  see  that  this  hotel  is  to  run  in  such  a  way  as 
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to  pay  the  expenses?    A.  It  was  leased  then  and  it  is  leased 
now. 

Q.  At  what  rental?    A.  I  am  not  sure. 
Q.  Is  there  anybody  else  in  your  company  who  has  paid 
more  attention  to  this  transaction  than  you?    A.  No. 

Q.  You  are  supposed  to  know  the  facts  about  it?    A.  Yes. 

Q.  As  a  matter  of  fact  you  know  little  or  nothing  aboi;it  the 
Seymour  Hotel  property?  A.  Little  or  nothing  about  it  be- 
cause it  was  not  a  part  of  the  consideration  of  value  that  we 
received  for  that  property.  I  have  testified  that  we  received 
in  cash  and  mortgage  more  money  than  it  cost  us,  an  amount 
we  would  accept  irrespective  of  the  equity  which  we  received 
as  an  additional  profit  in  the  Seymour  Hotel.  If  it  had  been 
worth  nothing  we  would  have  taken  it  just  the  same.  We 
assumed  no  liability,  no  obligation  in  taking  that  property. 

Q.  Have  you  paid  a  commission  on  that  transaction  or  are 
you  to  pay  one?  A.  We  are  to  pay  one  on  the  sale  of  Fourth 
avenue  and  19th  street. 

Q.  To  Mr.  Smith?    A.  To  Mr.  Smith. 

Q.  What  is  the  basis  for  the  figuring  of  that  commission? 
A.  One  per  cent,  of  the  value  of  the  Parker  Building. 

Q.  The  value  of  Parker  Building  placed  at  what  figure? 
A.  For  the  purposes  of  that  contract  my  recollection  is  it  was 
$1,500,000.     That  would  be  $15,000  commission. 

Q.  Do  you  know  who  represented  the  owners  in  that  sale 
to  you  of  the  Seymour  building?    A.  Yes. 

Q.  Who?     A.  A  man  named  Foley. 

Q.  Have  you  been  engaged  in  other  tradings  of  buildings? 
A.  You  mean  for  the  Metropolitan  Life? 

Q.  Yes.     A.  Yes. 

Q.  What,  for  example?  A.  The  German  American  build- 
ing. 
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Q.  Where  is  that?  A.  That  is  the  corner  of  Nassau  and 
Liberty  streets. 

Q.  No.  35  Nassau  street?    A.  Yes. 

Q.  That  was  an  office  building?  A.  It  is  an  office  building, 
yes. 

Q.  How  did  you  originally  acquire  it?  A.  In  exchange  for 
various  properties  that  we  had  acquired  under  foreclosure. 

Q.  Who  represented  you  in  making  the  exchange  which 
resulted  in  your  ownership  of  No.  35  Nassau  street?  A.  George 
R.  Read. 

Q.  When  did  you  acquire  35  Nassau  street?     A.  About  five 
years  ago;   the  exact  date  I  don't  remember. 
,    Q.  What  is  the  book  value  of  that  property  ?    A.  $2,232,000. 

Q.  That  represented  the  amount  which  the  properties  given 
in  exchange  had  cost  you  up  to  that  time  ?  A.  Plus  commissions, 
and  a  little  more  than  that.  Some  of  the  properties  we  put  in 
exchange,  my  recollection  is,  were  put  in  at  a  larger  amount 
than  it  cost  us,  so  that  in  reality  that  property  did  not  cost  us 
quite  that  amoimt  of  money. 

Q.  You  disposed  of  35  Nassau  street  through  an  exchange? 
A.  Yes. 

Q.  What  authority  did  you  have  for  that?  A.  Authority  of 
the  Supreme  Court. 

Q.  Obtained  in  the  same  way?  A.  Not  to  sell  our  property, 
but  to  acquire  other  properties  we  were  taking  in  exchange. 

Q.  In  other  words  you  made  application  for  leave  to  pur- 
chase?    A.  Exactly. 

Q.  Did  you  disclose  the  fact  that  you  were  going  to  purchase 
through  an  exchange?     A.  No. 

Q.  And  the  same  was  true  when  you  acquired  35  Nassau  street 
in  exchange  for  the  properties  obtained  by  you  under  foreclosure? 
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A.  >That  is  so  long  ago  that  I  don't  remember  what  statement 
was  made  in  the  application. 

Q.  Now,  35  Nassau  street  was  disposed  of  by  a  tradei,  was  it 
not?    A.  Yes. 

Q.  When  was  that?  A.  Within  three  months,  I  think — the 
exact  date  I  don't  remember. 

Q.  That  is,  within  three  months  of  this  date  ?     A.  Of  this  date. 

Q.  And  what  did  you  trade  it  for  ?  A.  We  retained  a  mortgage 
as  part  of  the  purchase  price  on  35  Nassau  street  of  $1,600,000. 
For  the  equity  we  received  equities  in  three  pieces  of  property  on 
1 06th  street — we  have  since  sold  for  just  the  figure  at  which  we 
took  them,  being  two  flats  known  as  Watts  and  Pinckney  Courts, 
located  on  146th  street — I  won't  be  sure  of  the  street,  and  a 
property  located  on  the  south  side  of  28th  street  100  feet  east  of 
Sixth  avenue  and  a  property  on  the  north  side  of  27th  street  100 
feet  east  of  Sixth  avenue. 

Q.  Is  that  the  Hotel  Arlington  property?  A.  The  last  named 
is  the  Hotel  Arlington  property. 

Q.  What  was  the  amount  upon  which  commissions  were  figured 
upon  this  exchange  of  35  Nassau  street  for  those  properties? 
A.  The  brokers  would  be  entitled  to  about  $27,000,  but  we  paid 
$5,000. 

Q.  Who  were  the  brokers?     A.  Frank  E.  Smith. 

Q.  You  say  you  have  paid  $5,000?  A.  Yes,  the  entire  com- 
mission we  had  to  pay  we  have  paid  at  $5,000. 

Q.  What  was  the  reason  for  the  fixing  of  the  commissions  at 
$5,000?  A.  Why,  I  think  the  explanation  is  we  were  unwilling 
to  make  the  trade  on  the  "basis  it  was  offered  us.  The  broker 
labored  for  some  time  to  induce  us  to  accept  the  proposal  he  was 
able  to  make,  and  we  were  $20,000  apart.  I  said  unless  we  had 
that  additional  amount  in  cash  I  believed  our  committee  would 
never  approve  of  the  transaction.     Finally,  I  understood  that  the 
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broker  was  willing  to  take  $20,000  off  of  his  commission  in  order 
to  make  the  deal,  so  that  we  had  a  stipulation  at  the  time  which 
'the  broker  signed  agreeing  that  his  commission  should  be  at 
$5,000.  It  was  the  same  to  me  whether  we  received  the  $20,000 
in  cash  from  the  purchaser  of  the  property  or  whether  we  saved 
the  $20,000  commission. 

Q.  What  is  the  total  amount  that  you  had  paid  Mr.  Frank  E. 
Smith  as  commissions  in  the  course  of  the  last  year?  A.  Why, 
I  should  think  twenty  thousand  dollars,  that  is  all  I  recall. 

Q.  Is  this  an  exceptional  year?  A.  In  his  transactions  with 
us  it  is  an  exceptional  year,  yes. 

Q.  When  I  said  in  the  last  year,  you  mean  to  reply  for  what 
period?  A.  I  included  the  Parker  Building  and  German  Ameri- 
can Exchange,  which  are  the  only  two  which  come  to  my  mind, 
in  which  he  has  acted  as  broker  where  we  paid  a  commission  in 
the  last  year. 

Q.  Has  he  acted  as  broker  where  others  paid  a  commission, 
where  you  were  interested?  A.  In  the  sale  of  property,  no.  I 
meant  he  might  possibly  have  negotiated  a  loan  on  real  estate, 
where  the  borrower  paid  the  commission. 

Q.  Does  he  negotiate  loans  made  by  your  company?  A.  He 
has  done  so,  yes. 

Q.  Frequently?  A.  Why,  no  more  so  than  many  other 
brokers. 

Q.  In  those  cases,  the  borrower  pays  the  commission?  A. 
Well,  we  do  not. 

Q.  The  period  you  spoke  of  then  was  really  1905?  A.  Yes, 
and  six  months  of  the  preceding  year. 

Q.  Are  there  other  exchanges  which  your  company  has  made? 
A.  I  recall  one  transaction  in  which  Frank  E.  Smith  was  the 
broker,  where  we  exchanged  a  piece  of  property  down  town, 
located  on  Pine  street,  which  cost  us  $685,000.     We  received 
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seven  hundred  thousand  dollars  in  cash  and  another  piece  of 
property,  which  we  afterward  sold  for  $75,000  or  $85,000.  We 
have  received  all  of  the  money  in  both  cases,  both  for  the  prop- 
erty we  took  in  part  payment  and  for  the  part  that  we  took  in 
mortgage,  so  that  we  received  a  profit  on  the  transaction  of  about 
one  hundred  thousand  dollars. 

Q.  When  was  that?  A.  Within  five  years,  but  just  the  date, 
I  do  not  remember. 

Q.  What  was  the  amount  of  the  commission  to  Mr.  Smith  in 
that  case?  A.  I  think  he  must  have  received  $9,000 — eight  or 
nine  thousand. 

Q.  Has  there  been  a  division  of  his  commission  so  far  as  you 
know,  that  is,  any  payment  of  any  part  of  them  to  any  person 
connected  with  your  company?     A.  None  whatever. 

Q.  What  were  the  reasons  which  led  you  to  dispose  of  35 
Nassau  street?  That  was  a  fine  office  property,  was  it  not? 
A.  It  was  a  fine  office  property,  but  it.  did  not  pay  us.  It  earned 
less  than 

Q.  Did  you  think  hotel  property  like  the  Hotel  Arlington,  in 
28th  street,  would  be  likely  to  pay  you  any  better?     A.  Yes. 

Q.  Why?  A.  The  Hotel  Arlington  is  rented  for  $25,000  net, 
as  a  minimum  rental.  It  has  a  $300,000  mortgage  on  it  at  2  per 
cent.,  is  my  recollection.  It  would  pay  us  5  or  6  per  cent, 
without  making  up  the  figures  on  the  equity  that  we  own  in  it. 
The  other  properties  which  pay  us  even  a  larger  percentage,  and 
the  office  building  which  we  sold  paid  us  less  than  33^  per  cent., 
and  the  object  of  making  this  trade,  the  real  object,  the  end  in 
view,  was  to  dispose  of  all  of  our  real  estate  holdings,  and  J 
believe  we  could  more  readily  dispose  of  the  half  dozen  smaller 
pieces  at  the  cost  to  us,  on  the  basis  of  its  construction  than  we 
could  of  the  one  piece,  the  very  expensive  construction,  the 
German  American  building,  and  in  the  meantime  we  would 
receive  a  larger  return  on  the  amount  invested. 
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Q.  I  think  you  said  you  did  dispose  of  a  number  of  buildings 
you  got  in  exchange?    A.  Three  of  them. 

Q.  Who  was  your  broker  in  those  transactions?  A.  My 
recollection  is  that  Smith  was  the  broker  in  selling  those  three 
houses  in  io6th  street. 

Q.  What  was  the  commission  paid  him  there?    A.  $1,500. 

Q.  When  was  that?  A.  That  is  one  or  two  months  after  we 
made  the  transaction.  The  exact  date  I  have  not  in  my  mind, 
but  it  was  within  the  last  five  months. 

Q.  Did  you  buy  in  the  Hotel  Spalding ?     A.  Yes. 

Q.  At  foreclosure.  Did  you  have  a  mortgage  upon  that 
property?     A.  We  did. 

Q.  What  amount  does  that  property  stand  you  in  as  the 
book  value?  A.  $719,000,  or  $720,000.  In  addition  to  that 
we  have  purchased  the  furniture  that  is  in  the  hotel.  That  cost 
$60,000,  and  we  purchased  that  furniture  for  $21,000.  We  will 
probably  have  to  spend  for  additional  furniture  to  fully  furnish 
the  house,  $19,000  or  $20,000  more.  We  have  now  a  proposal 
from  a  very  responsible  tenant,  to  rent  that  house  at  $58,240 
per  annum  net,  for  twenty -one  years. 

MR.  LINDABURY:  Which  would  be  what  per  cent,  of  the 
cost? 

THE  WITNESS:  Oh,  and  I  should  also  state  that  that  tenant 
must  buy  in  cash  from  us  at  what  we  paid  for  it,  the  furniture  in 
the  building.  Then  we  must  make  some  improvements  to  the 
property,  expending  perhaps  thirty  thousand  dollars,  so  that 
the  total  cost  to  us  would  be  $750,000,  and  the  net  rental  would 
be  between  seven  and  one-half  per  cent. — about  seven  and  one- 
half  or  eight  per  cent. 

Q.  What  was  the  original  loan  on  the  Hotel  Spalding?  A- 
$625,000. 

Q.  What  did  you  buy  it  in"  at  on  the  foreclosure  sale?  A. 
$719,000,  I  think. 
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Q.  Has  your  company  made  a  loan  upon  the  property  in 
Central  Park  West,  between  62d  and  63d  streets?  A.  It  Ijas 
not. 

Q.  A  building  loan?    A.  No. 

Q.  Has  anyone  connected  with  your  company,  so  far  as  you 
know,  received  any  commission  on  the  placing  of  mortgages  with 
your  company?    A.  No,  sir. 

Q.  Have  you  here  the  schedule  of  rentals  of  your  office  build- 
ings?    A.  No. 

MR.  FISKE :  Here  is  a  schedule  of  real  estate  owned.  Is  that 
what  you  asked  for? 

(Producing  paper.) 

Q.  Do  you  have  charge  of  the  office  building ?    A-  I  have. 

Q.  Can  you  state  what  the  scale  of  rentals  is?  A.  The  price 
per  square  foot,  do  you  mean  ? 

Q.  Yes.  A.  We  get  for  the  corner  offices  two  dollars  fifty 
cents  per  square  foot.  For  the  exterior  offices  two  dollars  per 
square  foot.  For  interior  offices,  varying  according  to  location 
from  one  dollar  seventy -five  to  two  dollars  per  square  foot. 

Q.  To  go  back  a  moment,  is  George  Read,  the  broker  you 
mentioned,  a  brother  of  William  A.  Read,  formerly  with  Vermilye 
&  Company?     A.  Yes 

MR.  FISKE:  Can  you  state  how  many  vacant  offices  there 
are? 

THE  WITNESS:  Continuing  the  reply  to  the  last  question, 
our  building  is  fully  rented,  with  the  exception  of — from  the  last 
report  I  had — thirty  offices.  These  are  small  offices,  represent- 
ing about  six  or  seven  per  cent,  of  the  entire  area  of  the  building. 
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Q.  What  amount  of  space  in  the  home  office  building  is  used 
by  the  company?    A.  About  sixty  per  cent.,  I  should  say. 

Q.  What  was  the  reason  which  led  to  the  extension  of  the 
building  of  the  company?  A.  Well,  I  suppose  that  could  be 
better  answered  by  the  president 

Q.  If  you  would  prefer  not  to  answer  it A.  But  my  im- 
pression is  that  our  requirements  for  our  own  use  were  such, 
and  were  growing  so  rapidly,  that  within  a  short  time  we  would 
not  have  space  enough  for  our  own  offices  in  the  building  which 
we  originally  constructed.  We  would  not  have  room  enough 
now. 

Q.  What  amount  is  the  company  charged  with  as  the  rental 
value  of  the  space  it  occupies?  A.  It  is  figured  on  precisely  the 
same  basis  as  that  portion  of  the  building  which  we  rent,  with  the 
exception  of  the  executive  offices,  which  are  figured  at  a  higher 
rental,  because  they  are  better  finished  and  more  expensively 
finished. 

Q.  Can  you  show  me  the  amount  with  which  it  is  charged? 
A.  The  exact  amount  last  year  was —  Well,  my  recollection  is 
$252,000.     I  should  like  to  verify  that. 

Q.  What  amount  in  space  in  square  feet  did  it  occupy?  A. 
I  could  not  say  without  calculating  it. 

Q-  Approximately?  A.  Well,  I  know  this,  it  averages  $1.79 
and  a  fraction  per  square  foot. 

Q.  What  rental  does  the  State  Board  of  Lunacy  pay?  A. 
I  could  not  tell  without  referring  to  the  records. 

Q.  You  can  give  me  a  statement,  that  is  a  list  of  your  tenants, 
and  the  rents  they  pay,  and  the  rate  per  square  foot?    A.  Yes. 

MR.  FISKE :  Do  you  want  that? 

MR.  HUGHES:  I  should  be  glad  to  have  that. 

2817 


Testimony  of  Frederick  H.  Ecker 

MR.  FISKE :  A  list  of  all  the  tenants  with  the  rents  they  pay  ? 

MR.  HUGHES:  That  is  of  the  principal  tenants. 

THE  WITNESS:  Now,  you  asked  for  contract  rates.  I 
wondered  if  I  could  give  you  some  information  about  that  which 
would  perhaps  answer  your  purpose  and  we  would  not  have  to 
go  through  our  books  as  to  the  basis  upon  which  our  contracts 
are  let  for  the  buildings  there.  With  the  exception  of  the  work 
done  by  the  general  contractor  himself,  upon  which  he  receives 
four  per  cent,  on  cost,  the  cost  being  determined  by  the  time 
and  material,  all  other  contracts  are  the  subject  of  competition. 
Bids  are  received  from  the  list  of  contractors  which  we  select  in 
the  various  departments,  and  they  are  delivered  in  sealed  envel- 
opes to  the  general  contractor.  He  brings  them  in  company  with 
the  architect  to  my  office,  and  they  are  opened  at  my  desk.  And 
in  every  case  those  contracts  are  awarded  to  the  lowest  bidder. 

MR.  FISKE :  Ask  him  what  Mr.  Heddon  gets  on  the  work  he 
himself  does  as  carpenter? 

Q.  What  work  does  Mr.  Heddon,  or  his  firm  do?  A.  He 
does  the  mason  work  and  carpenter  work. 

Q.  And  what  does  he  get  on  that?     A.  Four  per  cent. 

Q.  The  cost  is  according  to  the  amount  expended  on  a  basis  of 
day's  work?  A.  Day's  work,  and  the  cost  of  material,  giving 
us  the  advantage  of  any  prices  that  he  might  obtain  in  buying 
the  material.  I  speak  of  that,  because  at  the  present  time  we 
are  receiving  a  very  marked  advantage  in  the  price  of  brick  that 
is  going  in  our  extension,  that  he  bought  some  time  ago,  when  the 
prevailing  price  was  much  less  than  it  is  now,  and  we  are  putting 
it  on  a  basis  of  the  cost  to  Heddon. 

Q.  I  want  to  know  just  what  you  paid  for  mason  workup 
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there  so  we  can  see  just  what  the  cost  comes  to  on  the  day's 
work  basis.  A.  You  mean  the  price  per  cubic  foot  for  laying 
mason  work? 

Q.  Yes.     A.  We  could  not  tell  you  without  figuring  it  up. 

Q.  You  can  have  that  figured  up?     A.  I  can  do  that. 

Q.  Then  we  can  see  what  the  expense  is.  The  reason  I  ask 
you  is  that  the  Committee  have  been  informed  that  the  work 
is  going  with  some  extravagance  of  payments,  and  we  want  to 
know  what  the  fact  is.  We  understand  from  you  that  it  is  being 
economically  done?     A.  Yes. 

Q.  And  we  want  the  figures  to  support  that  statement. 

BY  THE  CHAIRMAN: 

Q.  I  suppose  the  masonry  and  carpenter  work  is  by  far  the 
largest  amount  of  the  work  of  the  building?  A.  Well,  no,  the 
exterior  of  the  building  is  marble,  that  is,  monumental  construc- 
tion, and  it  is  more  expensive,  but  very  fine  work. 

Q.  Could  you  say  what  proportion  of  the  .whole  work  the 
mason  and  carpenter  work  is?  A.  No,  I  could  not.  Probably 
half  of  it,  anyway. 

BY  MR.  HUGHES: 

Q.  Probably  half  of  it?     A.  Probably  more  than  half  of  it. 

Q.  And  you  can  give  me  unit  cost  in  the  case  of  carpenter  work 
as  well  as  mason  work?     A.  Yes. 

Q.  So  we  can  have  them  to  compare?  A.  Unit  cost,  you  mean 
so  much  for  running  foot,  for  work? 

Q.  What  it  actually  comes  out  by  paying  for  it  by  day's 
work  instead  of  net  contract  basis.  A.  We  take  unit  basis  on 
all  of  our  sub-contracts  and  can  just  as  well  make  up  the  unit 
computation  on  the  mason  and  carpenter  work. 
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Q.  And  you  can  give  me  a  statement  of  the  actual  estimate 
you  have  made  on  the  mason  and  carpenter  work,  with  a  brief 
summary  for  the  basis  of  the  payments?  A.  It  would  be  very 
— I  cotild  more  readily  get  at  the  facts  if  we  could  take  as  an  ex- 
ample, the  annex  which  we  have  just  about  completed,  where  I 
have  the  figures  before  me. 

THE  CHAIRMAN:  Did  you  inquire,  Mr.  Hughes,  for  a 
schedule  of  rents  for  all  the  buildings,  or  certain  buildings? 

MR.  HUGHES:  I  inquired  only  as  to  the  office  buildings,. but 
I  have  here  a  statement  of  all  the  real  estate  and  that  may  be  a 
preliminary. 

THE  CHAIRMAN:  The  Nassau  Street  btlilding,  or  Madison 
Square? 

MR.  HUGHES:  The  Madisoli  Square.  This  may  be  pre- 
liminary to  further  inquiry. 

Q.  This  Schedule  A,  which  is  produced,  I  understand,  is  a 
statement  of  all  the  real  estate  owned  by  your  company,  with 
the  amount  of  incumbrances,  book  value  and  market  value? 
A.  On  December  31st,  1904. 

MR.  HUGHES:   I  offer  that  in  evidence. 

(Paper  mkrked  Exhibit  No.  346.) 

(Exhibit  No.  346  will  be  found  in  the  Book  of  Exhibits.) 

Q.  The  first  item  is  thfe  Madison  Square  offide  building,  with 
a  book  value  of  $12,982,342.57.     The  market  value     is  stated 
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be  the  same  amount.  The  book  value,  I  suppose,  means  the 
value  of  the  land  and  cost  of  construction?  A.  The  cost  to  the 
company  at  which  we  are  carrying  it  on  our  books. 

MR.  FISKE:   Less  what  has  been  marked  off.  \  ;    i 

Q.  Has  anything  been  marked  off?  A.  On  that  property 
something  has  been  marked  off. 

Q.  What  amount?     A.  I  recall  $500,000. 

Q.  When  was  that  marked  off?  A.  On  December  31st, 
when  the  schedule  was  made. 

Q:  1904?     A.  Yes. 

Q.  I  think  in  the  course  of  the  testimony  something  was  said 
about  $250,000,  also  having  been  marked  off  at  one  time.  Am 
I  mistaken  as  to  that?  A.  I  don't  know  as  to  that.  You  may 
not  be  mistaken,  but  if  it  was  true  it  was  marked  off  three  or 
four  years  ago,  and  I  don't  recall  it. 

MR.  HUGHES:  Can  you  state  the  total,  Mr.  Hegeman,  that 
has  been  marked  off? 

MR.  HEGEMAN:  From  the  building  from  the  start ? 
MR.  HUGHES:  Yes. 

MR.  HEGEMAN:  A  little  under  one  milUon  two  hundred 
thousand  dollars. 

MR.  HUGHES :  That  means  that  the  property  is  now  rated 
as  worth  about  one  million  two  hundred  thousand  dollars  less 
than  the  amount  it  cost  ? 

MR.  HEGEMAN:  What? 
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MR.  HUGHES:  That  means  that  the  amount  that  the  prop- 
erty is  worth  is  rated  at  about  one  million  two  hundred  thousand 
dollars  less  than  the  amount  it  cost  ? 

MR.  HEGEMAN:  "Well,  I  would  not  say  that.  I  would  have 
to  explain  why,  for  example,  such  reductions  were  made  last 
year.  I  think  last  year  we  took  off  altogether  five  hundred 
thousand  dollars. 

MR.  HUGHES:  Well,  you  mean  that  you  are  not  ready  to 
admit  that  you  carry  it  at  the  market  value,  that  it  may  be 
worth  a  little  more  than  what  you  carry  it  at  ? 

MR.  HEGEMAN:   That  is  right. 

MR.  HUGHES:  But  according  to  your  statement  of  market 
value,  the  marking  down  means  that  the  cost  is  so  much  in 
excess  of  the  stated  market  value. 

MR.  HEGEMAN:  Let  me  explain  what  was  on  my  mind. 
When  we  put  up  the  first  bidlding  in  1891,  or  1892,  or  there- 
abouts, we  had  for  example,  right  there  at  the  entrance,  with 
which  you  are  familiar,  say  two  elevators,  and  they  went  into 
the  cost  of  that  end  of  the  building,  and  all  that  was  done  with 
respect  to  the  elevators  went  into  the  cost  of  construction  at 
that  time.  Now,  within  the  last  year  we  finished  up  taking 
out  those  two  elevators  and  putting  in  six  in  their  place.  It 
would  be  manifestly  unfair  to  charge  the  cost  of  all  that  trans- 
formation as  an  added  cost  to  the  building,  and  adding  to  its 
value,  because  we  did  add  part  of  it  in  when  we  paid  for  the 
two  elevators  which  we  discarded,  nor  could  we  tell  exactly 
what  to  deduct  as  for  the  cost  of  those  two  old  elevators.     We, 
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therefore,  instead  of  adding  that  for  the  new  and  deducting 
for  the  old,  we  therefore  said,  having  to  add  that  for  the  new 
and  deduct  for  the  old  we  will  wipe  off  this  amount  from  the 
assets,  which  was  done  for  the  reasons  I  have  stated,  and  also 
because  we  intended  to  bring  the  building  down  to  where  it 
would  yield  easily  the  statutory  rates. 

MR.  HUGHES:  But  bringing  it  down  to  where  it  will  yield 
a  rate  of  interest  which  will  be  regarded  as  proper,  is  ignoring, 
by  marking  off  your  books,  the  excess  cost. 

MR.  HEGEMAN:    Possibly.  ' 

THE  CHAIRMAN:  Before  you  leave  that,  Mr.  Hughes,  do  I 
understand  the  thing  right,  that  book  value  does  not  change, 
but  estimated  worth  does  ? 

MR.  HUGHES:  The  book  value,  as  I  understand  it,  is 
cost 

THE  WITNESS:  The  book  value  is  what  we  carry  it  on  our 
books. 

MR.  HUGHES:  The  point  is,  the  book  value  is  originally 
made  up  of  the  cost? 

MR.  HEGEMAN:   Originally. 

MR.  HUGHES:  Every  dollar  that  goes  into  the  building^ 
starting'  with  the  purchase  of  the  property  and  all  additions  and 
improvements  is  entered  in  this  account. 

MR.  HEGEMAN:   Yes. 
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Q.  And  the  total  if  there  were  no  reductions  by  marking  off, 
would  be  the  aggregate  cost?     A.  And  book  value. 

Q.  But  from  time  to  time  you  take  this  book  value,  that  13 
the  total  cost  as  shown  by  the  books,  and  reduce  by  an  entry 
of  credit  to  the  account,  say  of  one  hundred  thousand  dollars, 
or  two  hundred  and  fifty  thousand  dollars,  or  five  hundred 
thousand  dollars,  the  balance  of  the  account,  and  that  balance 
of  the  account  on  a  particular  date  is  the  book  value?  A.  The 
book  value  at  which  we  carry  it  in  our  assets. 

THE  CHAIRMAN:  You  credit  book  value  and  carry  for- 
ward the  balance? 

MR.  HUGHES:  The  book  value  being  less  depreciation  of 
any  amount  which  at  any  time  they  think  the  book  value  may 
exceed  the  actual  market  worth,  and  then  they  take  the  book 
value  as  so  reduced  as  the  basis  for  determining  whether  they 
are  earning  what  they  ought  to  earn  upon  the  property,  is  not 
that  right,  ignoring  whatever  may  have  been  the  actual  cost 
because  that  is  deducted  from  surplus,  and  the  surplus  is  figured 
as  though  the  property  were  worth  only  what  you  originally 
carried  it  at. 

MR.  FISKE :   That  is  right. 

Q,  The  next  item  of  property  upon  this  list  is  24th  street, 
north  side,  home  office  annex  in  course  of  construction.  What 
is  meant  by  24th  street  north  side?  A.  It  is  the  building  we 
own  on  the  north  side  of  24th  street. 

Q.  Whereabouts?  A.  Just  east  of  Madison  avenue  and  imme- 
diately opposite  or  across  the  street  from  our  home  office  build- 
ing. 
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MR.  HEGEMAN:   Behind  the  new  Parkhurst  church? 
THE  WITNESS:  Behind  the  church. 

Q.  What  was  the  arrangement  which  was  made  on  the  acquisi- 
tion of  the  property  occupied  by  the  old  church  of  J)x.  Park- 
hurst? A.  We  purchased  the  property  at  the  northeast  corner 
of  Madison-avenue  and  24th  street  and  made  a  contract  with  the 
church  that  they  should  take  that  property  at  the  northeast 
comer  plus  an  amount  of  cash  which  I  now  remember  to  be 
$300,000  or  $325,000  in  addition  in  exchange  for  the  church 
property  on  the  southeast  comer  of  Madison  avenue  and  24th 
street,  which  is  part  of  our  block. 

Q.  You  bought  the  plot  on  which  the  new  church  stands  and 
then  arranged  an  exchange  by  which  the  church  took  that  plot 
for  their  old  church  property,  and  the  church  got  $300,000  in 
addition  with  which  they  could  erect  a  new  edifice?  A.  Ex- 
actly. 

Q.  Where  does  that  transaction  figure  in  your  accounts  of  real 
estate?  A.  It  is  a  part  of  the  consideration  now,  A  part  of 
the  hook  value  of  the  home  office  building.  It  is  money  we  have 
paid  on  the  contract  to  purchase  the  Parkhurst  church  property. 

Q,  The  cost  to  you  or  the  addition  to  your  book  value  was  the 
cost  of  the  northeast  comer  where  the  new  church  is  plus  $3  00,000  ? 
A.  Or  so  much  as  we  have  paid.     We  have  not  paid  it  all  yet. 

Q.  Yes,  but  ultimately  it  will  represent  the  total?    A.  Yes. 

Q.  And  that  is  added  to  the  cost  of  this  first  item  of  Madison 
Square  office  building?    A.  That  is  right,  yes. 

Q.  Now,  adjoining  the  new  church  property  to  the  east,  on 
the  north  side  of  24th  street  is  this  second  item  of  property. 
Have  you  an  annex  there  in  course  of  construction  now?  A. 
Practically  finished. 
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Q.  Across  the  street?    A.  Yes. 

Q.  The  next  item  is  the  Nassau  street  item,  southwest  corner 
of  Liberty  street,  with  a  book  value  of  $2,232,623.53.  Is  that 
a  reduced  book  value  or  the  aggregate  cost  of  that  property? 
A.  Aggregate  cost  of  that  property. 

MR.  FISKE:  That  is  35  Nassau,  that  is  the  one  we  sold. 

Q.  That  is  35  Nassau  street  which  was  sold  this  year  and  the 
amount  here  stated  was  the  aggregate  cost  to  December  31st, 
1904?    A.  That  is  right. 

Q.  The  remaining  buildings  in  this  city  are  buildings  which 
have  been  acquired  under  foreclosure  or  through  exchanges? 
A.  Yes. 

Q.  The  building  on  Fourth  avenue,  comer  of  19th  street, 
stated  to  have  an  encumbrance  of  $800,000  and  a  book  value  of 
$1,285,914.25,  is  the  Parker  Building  that  you  referred  to  a 
moment  ago?    A.  Yes. 

MR.  FISKE :  That  has  been  sold. 

Q.  How  much  of  this  total  of  $12,982,342.57  is  for  property 
that  is  in  actual  use,  completed  office  building?  A.  All  but  the 
Parkhurst  church  property,  the  old  church  which  is  still  standing 
and  the  extension  which  we  are  now  building  at  the  southwest 
corner  of  Fourth  avenue  and  24th  street.  Then  the  extension 
to  Fourth  avenue  on  23d  street  was  not  completed  when  this 
schedule  was  made  up,  but  has  since  been  completed,  and  prac- 
tically all  rented. 

Q.  Can  you  give  the  aggregate  cost  of  the  completed  property 
at  Madison  avenue,  the  office?  A.  It  is  in  the  neighborhood  of 
six — six  millions  of  dollars  I  would  not  like  to  testify  to  the  exact 
amount. 
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Q.  Six  millions  of  dollars,  the  completed  portion?    A.  Yes. 

Q.  Is  that  after  making  deductions  from  the  book  value?  A. 
No. 

Q.  Or  is  that  the  aggregate  cost?  A.  No,  that  is  the  original 
cost. 

Q.  On  the  original  office  building?  A.  Yes,  as  it  stands  to- 
day. 

Q.  The  office  building  that  is  completed  and  in  use?    A.  Yes. 

Q.  The  total?     A.  Yes. 

Q.  Now,  what  is  the  return  the  company  gets  from  that  in- 
vestment of  six  millions  dollars  ?  A.  On  part  of  the  building  that 
is  completed  it  would  be  about  33^  per  cent.  For  a  time  we 
kept  separate  the  number,  i  Madison  avenue,  which  was  the 
completed  building.  It  then  paid  us  some  3^^  to  4  per  cent  net. 
Almost  immediately  after  that  building  was  finished  we  began 
to  acquire  additional  property,  vacant  property,  and  property 
that  was  afterwards  in  the  course  of  construction,  all  carried  in 
our  books  as  the  home  office  building,  so  that  on  the  total  in- 
vestment the  income  would  be  considerably  less.  On  the  fin- 
ished portion,  however,  about  3}^  per  cent. 

Q.  You  can  give  us  a  statement  of  the  rents  of  that  completed 
portion  with  the  total  cost  of  that  part  so  that  we  can  see  what 
the  rental  really  is?     A.  I  think  I  can,  yes. 

THE  CHAIRMAN :  When  you  finish  with  this  witness  we  will 
take  a  recess.     The  Excise  Department  is  in  that  building? 

THE  WITNESS:   Yes. 

Q.  Just  a  question  about  these  properties  in  other  cities.  These 
properties  in  Washington,  Chicago,  Louisville,  Baltimore,  St. 
Louis,  that  is,  the  Grand  Avenue  and  Park  Avenue  Building  in 
St.  Louis,  are  all  office  buildings?     A.  Yes. 
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Q.  The  rest  of  the  buildings  are  buildings  acquired  in  fore- 
closure? A.  Well,  Cleveland  and  Burlington  and  the  two  Cana- 
dian buildings  are  also  office  buildings.  The  others  are  a  very 
small  amount  in  toto,  if  you  will  notice,  Mr.  Hughes.  Those 
office  buildings  are  occupied  by  the  Metropolitan  altogether. 
They  are  usually  inexpensive  pieces  of  ground  with  the  improve- 
ments designed  thus  for  our  use  and  our  occupancy.  And 
the  income  upon  those  properties  would  average  5  per  cent. 
They  are  really  in  cases  where  we  have  been  unable  to  rent  satis- 
factory office  accommodation. 

Q.  Have  you  properties  which  you  obtained  under  foreclosure 
with  reference  to  the  continued  holding  of  which  you  have  had 
occasion  to  get  certificates  from  the  Insurance  Department? 
A.  We  have  not. 

THE  CHAIRMAN:  We  will  now  take  a  recess  until  2.30  sharp 
this  afternoon. 
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AFTER  RECESS. 

WILLARD  E.  EDMISTER,  called  as  a  witness  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  What  is  your  occupation?  A.  Fire  insurance  broker,  fire 
and  marine. 

Q.  Whas  is  your  firm?     A.  Butcher  &  Edmister. 

Q.  That  is  the  firm  which  has  the  monopoly  of  the  fire  in- 
suance  business  on  property  mortgaged  by  the  Metropolitan 
Life  Insurance  Company?  A.  We  handle  the  business  of  the 
Metropolitan  Life. 

Q.  For  how  long  have  you  done  it?  A.  I  think  it  will  be 
twenty  years  next  summer. 

Q.  Who  are  the  members  of  your  firm?  A.  Mr.  Silas  B. 
Dutcher  and  myself. 

Q.  Is  Silas  B.  Dutcher  the  one  who  is  a  member  of  the  Fi- 
nance Committee  of  the  Metropolitan  Life  Insurance  Company 
A.  I  so  understand. 

Q.  And  the  firm  has  been  continuously  composed  in  that  way? 
A.  Yes,  sir. 

Q.  Prior  to  the  formation  of  this  firm  did  you  have  any  relation 
to  Mr.  Dutcher,  business  relations?  A.  I  was  connected  with 
the  Department  of  Public  Works  at  Albany,  when  he  was  Super- 
intendent of  the  Department  of  Public  Works. 

Q.  In  what  way  were  you  connected  with  it?  A.  I  had 
charge  of  the  financial  bureau  of  the  department. 

2829 


Testimony  of  John  A.  McCall 

Q.  Are  any  of  Mr.  Duther'.s  sons  connected  with  your  firm?' 
A.  Only  as  clerk,  one  son. 

Q.  And  it  is  your  understanding  that  your  firm  has  had  the 
placing  of  all  the  fire  insurance  upon  properties  upon  which  the- 
Metropolitan  Life  makes  mortgages?    A.  I  so  understand. 

Q.  Apart  from  such  division  that  you  have  under  your  part^ 
nership  arrangement  with  Mr.  Dutcher,  have  you  or  your  firm, 
made  any  payments  on  account  of  commissions  or  otherwise  to 
any  officer  of  the  Metropolitan  Life  Insurance  Company?  A. 
Not  a  cent. 

Q.  Nor  any  one  connected  with  it?     A.  No,  sir. 

MR.  HUGHES:  That  is  all. 

THE  WITNESS:  We  are  absolutely  prohibited  from  making 
any  rebate. 

MR.  HUGHES:   Mr.  McCall,  will  you  take  the  stand. 

JOHN  A.  McCALL,  recalled  for  further  examination,  testified 
as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  McCall,  I  have  called  you  to  ask  whether  you  have 
any  knowledge  or  information  as  to  the  whereabouts  of  Andrew 
Hamilton  ?  A.I  have,  through  his  daughter,  whom  I  have  seen 
lately. 

Q.  Where  do  you  understand  that  he  is?  A.  I  think  that  he 
is  either  at  Paris  or  Nauheim. 

Q.  Have  you  had  any  communication  with  him  since  you  were 
last  upon  the  stand?    A.  No. 
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Q.  Or  has  any  one  in  your  company?  A.  No — not  that  I 
have  heard  of. 

Q.  Have  you  taken  any  steps  to  procure  the  return  of  Mr. 
Hamilton  in  order  that  he  may  testify  before  this  Committee? 
A.  No,  I  have  not. 

Q.  Have  you  taken  any  steps  to  procure  an  accounting  for 
the  moneys  paid  to  him  for  which  you  have  nothing  but  his 
receipt?     A.  No. 

Q.  Has  any  officer  of  the  company  communicated  with  him 
for  that  purpose,  to  your  knowledge ?     A.  Not  to  my  knowledge. 

Q.  Have  you  brought  before  your  Board  of  Trustees  the  ex- 
tents of  the  payments  you  have  made  to  Mr.  Hamilton  for  which 
you  have  no  accounting?     A.  Yes. 

Q.  Have  your  Board  of  Trustees  taken  any  action  with  refer- 
ence to  the  procurement  of.  Mr.  Hamilton's  return,  and  the  ac- 
countijig  for  the  money?  "A.  Not  that  I  know  of. 

Q.  Is  it  the  policy  of  your  company  to  have  Mr.  Hamilton 
remain  abroad  until  the  conclusion  of  this  investigation?  A. 
On  the  other  hand  I  should  very  much  like  to  see  him  here? 

Q.  He  is  still  'under  the  retainer  of  your  company?  A.  He 
has  not  had  any  money  from  us  for  months. 

Q.  You  have  not  discharged  him?    A.  I  have  not. 

Q.  Why  don't  you  instruct  him  to  return?  A.  Well,  I  went 
to  see  his  daughter  on  her  arrival  from  Europe,  and  she  told  me 
that  her  father  was  a  very  sick  man,  and  was  going  to  Nauheim, 
and  I  did  not  feel  from  what  she  said  in  relation  to  her  father's 
condition  that  I  could  ask  her,  nor  did  I  feel  that  I  myself  could 
ask  him  to  return. 

Q.  Did  you  see  anything  in  the  way  of  obtaining  from  him  an 
accounting  for  the  disposition  of  the  moneys  that  had  been 
placed  in  his  hands?  A.  I  have  not  given  that  any  thought 
since  I  testified,  Mr.  Hughes. 
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Q.  Has  not  your  Board  of  Trustees  taken  action  requesting 
you  to  require  him  to  account?     A.  They  have  not. 

Q.  Has  the  matter  of  the  desirability  of  such  accounting  b6en 
taken  up  at  all  by  your  Board?    A.  Yfes,  it  has. 

Q.  What  has  been  done?  A.  Of  my  own  motion  with  the 
Board  I  executed  this  paper,  or  this  paper  is  a  copy  of  it. 

(Producing  paper.) 
i    MR.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  347  and  read  by  Mr.  Hughes.) 

Q.  What  action  was  taken  upon  presentation  of  that  paper? 
A.  It  was  accepted  and  filed  with  the  archives  of  the  Company. 

Q.  Was  any  action  taken  by  your  Board  of  Trustees  or  any 
suggestion  made  in  the  Board  that  exclusive  of  the  $235,000 
there  were  hundreds  of  thousands  of  dollars  which  had  been  paid 
to  Judge  Hamilton  for  which  you  had  nothing,  but  his  receipts? 
A.  No,  that  was  not  considered  because  that  question  was  hot 
up  for  discussion  at  all,  Mr.  Hughes. 

Q.  No  one  of  the  trustees  has  brought  it  up?  A.  No,  it  has 
not  been  a  matter  for  action  by  the  Board. 

Q.  And  none  of  the  trustees  of  your  Cotnpany  have  so  far  taken 
it  upon  themselves  to  insist  that  there  should  be  an  accounting 
of  those  moneys?     A.  No,  there  has  been  ho  such  action  taken. 

Q.  And  you  have  taken  no  such  action?  A.  No,  I  have  not 
taken  that  action. 

Q.  The  Committee  is  desirous  of  having  an  accounting  for 
those  moneys  which  have  been  disbursed  as  the  committee 
understand  it  without  any  vouchers  other  than  the  receipts  of 
Judge  Hamilton  and  to  know  what  the  moneys  have  been  used 
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for.  Will  you  take  steps  to  procure  such  an  accounting?  A.  I 
shall  do  my  best,  Mr.  Hughes. 

Q.  Will  you  instruct  Judge  Hamilton  to  return  if  he  is  phys- 
ically able  to  do  so.  A.  If  that  is  the  wish  of  the  Committee  I 
shall  so  make  it  known  to  him. 

Q.  Forthwith?     A.  At  once. 

MR.  HUGHES:  That  is  all,  Mr.  McCall.  It  is  the  wish  of  the 
Committee,  Mr.  McCall,  that  he  shall  return  and  testify,  and  in 
the  failure  of  his  returning  and  testifying  on  account  of  any 
physical  disability,  an  accounting  should  be  had  of  these  moneys 
for  which  at  present  no  accounting  has  been  made. 

THE  WITNESS:  I  shall  at  once  do  just  as  I  have  stated.  I 
will  notify  him  of  the  wish  of  the  Committee,  and  of  my  own  wish 
that  he  shall  return,  and  I  shall  endeavor  to  obtain  an  accounting. 
But  I  want  the  Committee  to  understand  distinctly,  of  course, 
that  I  cannot  control  him. 

MR.  HUGHES:  That  is  all,  Mr.  McCall. 

Mr.  READ,  will  you  take  the  stand? 

WILLIAM  A.  READ,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  are  a  member  of  the  firm  of  William  A.  Read  &  Com- 
pany?    A.  Yes. 

Q.  And  have  been  such  sincef  the  ist  of  April,  1905?     A.  Yes. 

Q.  Prior  to  that  time  you  were  a  member  of  the  firm  of 
Vermilye  &  Company?     A.  Yes,  sir. 
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Q.  For  a  number  of  years?     A.  Yes. 

Q.  How  long  have  you  known  Mr.  John  R.  Hegeman?  A. 
Somewhere  between  twenty  and  twenty -five  years. 

Q.  What  member  of  the  firm  of  Vermilye  &  Company  had  to 
do  with  Mr.  Hegeman's  individual  account  with  Vermilye  &  Co.  ? 
A.  Principally  myself. 

Q.  How  was  the  interest  adjusted  upon  that  account,  that  is 
to  say  what  member  of  the  firm  of  Vermilye  &  Company  had 
the  matter  of  determining  the  rate  of  interest  to  be  charged? 
A.  It  was  a  matter  of  discussion  and  inasmuch  as  I  was  the 
senior  partner  in  point  of  interest  I  presume  I  had  the  most  to 
say  about  the  matter. 

Q.  It  appears  by  Mr.  Hegeman's  testimony  that  beginning 
with  June  30th,  1902,  when  the  rate  of  interest  upon  that  account 
was  fixed  at  43^  per  cent,  computed  quarterly,  certain  rebates  of 
interest  have  been  paid  from  time  to  time  by  Vermilye  &  Com- 
pany to  Mr.  Hegeman.  It  further  appears  that  these  rebates  of 
interest  or  the  amounts  thereof  were  first  paid  by  the  firm  to 
individual  partners  and  then  the  individual  partners  made  the 
payments  to  Mr.  Hegeman.  What  was  the  purpose  of  that 
practice?  A.  In  order  that  the  fact  might  not  come  to  the 
knowledge  of  our  clerks  and  thereby  possibly  leak  out  to  other 
customers  who  were  paying  different, rates  of  interest. 

Q.  Was  this  concession  to  Mr.  Hegeman  a  special  favor?  A. 
I  don't  doubt  it. 

Q.  For  what  reasons?  A.  Because  of  the  large  business  in- 
terests that  we  had  with  him. 

Q.  And  what  were  they?  A.  We  did  large  business  with  the 
Company. 

Q.  The  Metropolitan  Life  Insurance  Company?  A.  Yes,  sir. 
and  his  relation  to  us  for  many  years  had  been  close,  both  in 
business  and  in  a  personal  way. 
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Q.  Was  it  a  profitable  relation  to  your  firm?     A.  Yes,  sir. 

Q.  I  note  subject  to  correction  that  the  bonds  and  stock 
owned  by  the  Metropolitan  Life  Insurance  Company  on  Decem- 
ber 3  ist,  1904,  amounted  in  toto  in  par  value  to  some' $7 2, 5 7 7, 000, 
and  that  the  amount  purchased  from  or  through  your  firm  of 
Vermilye  and  your  firm  of  Read  &  Conipany,  amounted  to  about 
$66,000,000.  The  purchase  was  made  through  your  firm,  the 
volume  of  them  and  the  value  of  them  to  your  firm  were  part  of 
the  inducements  in  making  this  arrangement  with  Mr.  Hegeman? 
A.  Practicaly,  I  should  say. 

Q.  Subject  to  correction  I  also  note  that  the  amount  of  pur- 
chases for  ten  years  last  past  made  by  the  Metropolitan  Life  In- 
surance Company  from  or  through  your  firm  of  Vermilye  & 
.  Company  and  William  A.  Read  &  Company  amounted  to  about 
$87,000,000  out  of  a  total  of  about  $93,000,000  and  the  sales 
during  the  same  period  by  the  Metropolitan  Life  Insurance  Com- 
pany to  or  through  your  firm  amounted  to  about  $24,000,000 
out  of  a  total  of  $26,000,000.  You  understood  that  practically 
the  purchases  and  sales  of  the  Metropolitan  Life  were  in  the 
hands  of  your  firm ?    A.  I  did,  sir.     May  I  make  an  explanation? 

Q.  Certainly.  A.  About  twenty  or  twenty -five  years  ago  two 
gentlemen  came  to  my  office,  and  without  introducing  them- 
selves said  they  wished  to  look  at  our  investment  list.  I  showed 
it  to  them,  and  we  had  some  general  talk  about  investments. 
They  then  said  to  me,  "We  are  Mr.  Knapp,  president,  and  Mr. 
Hegeman,  vice-president,  of  the  Metropolitan  Life  Insurance 
Company.  We  have  been  unfortunate  in  our  investments.  We 
do  not  feel  that  we  are  competent  to  judge  of  the  value  of  invest- 
ments, and  we  wish  to  change  our  method  of  doing  business. 
We  wish  to  do  business  with  somebody  who  is  more  or  less  of  an 
authority  on  that  form  of  business,  and  that  we  can  trust.  We 
have  heard  you  spoken  of  as  one  who  is  qualified  to  judge  of  the 
value  of  investments,  and  your  house  spoken  of  as  being  repu- 
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table,  honorable  people.  We  are  disposed  to  do  business  with 
you  just  so  long  as  you  do  business  to  our  advantage  we  shall 
contint^e  our  relation  with  you.  As  soon  as  you  make  mistakes 
we  shall  take  our  business  elsewhere." 

Q.  Had  Mr.  Hegeman  an  account  with  you  prior  to  that  time  ? 
A.  He  had  not. 

Q.  How  long  after  the  business  of  that  company  was  brought 
to  your  firm  did  he  begin  the  account?    A.  Some  years. 

Q.  How  many?    A.  I  cannot  tell  offhand. 

Q.  How  long  has  his  account  been  running  with  your  firm, 
your  prior  firm  ?     A.  I  should  say  fifteen  years  or  more. 

Q.  There  is  in  evidence  in  the  recerd  of  the  collateral  loans 
made  by  the  Metropolitan  Life  Insurance  Company  a  certain 
loan  in  1901  of  $2oo,c3oo  to  you  at  the  rate  of  ij^  per  cent, 
interest,  and  in  1902  the  same  amount  at  the  rate  of  2  per  cent 
interest,  and  1903  of  $100,000  at  2  p§r  cent,  interest  and  $100,000 
at  ij^  per  cent,  interest.  Will  you  explain  how  it  was  tha,t  these 
rates  of  interest  were  charged  upon  those  loans,  how  the  arrang- 
ment  was  made,  and  what  was  the  inducement  to  it?  A.  There 
was  no  arrangement  made,  sir.  When  I  wanted  to  borrow 
from  the  Metropolitan  Life  Insurance  Company  I  asked  if  it 
would  be  convenient  for  them  to  loan  me  money,  and  if  they 
said  it  would  I  sent  up  my  note  and  collaterals,  leaving  them  to  fix 
the  rate. 

Q.  Is  it  a  fact  that  the  rates  I  have  mentioned  were  under 
the  market  rates  at  the  time?  A.  I  think  they  were,  and  I  often 
demurred  at  the  rate,  and  was  informed  that  they  were  under 
great  obligation  t^  me,  and  they  claimed  the  right  to  fix  any  rate 
they  pleased. 

Q.  To  whom  did  you  make  the  request  for  the  loans,  to  what 
ofiicer?  A.  From  Mr.  Hegeman,  and  sometimes  possibly  from 
Mr,  Fiske. 

Q.  It  is  in  evidence  that  certain  loans  outstanding  at  the 
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end  of  the  year  made  by  the  MetropoUtan  Life  Insurance  Com- 
pany to  various  individuals  were  transferred  to  your  firm  of  Ve- 
milye  &  Company  and  then  at  the  beginning  of  the  next  year 
were  taken  back  by  the  MetropoUtan  Life  Insurance  Company. 
That  transaction  was  effected  between  you  and  Mr.  Hegeman? 
A.  Yes. 

Q .  Did  you  know  the  purpose  of  that  ?  A.  Mr.  Hegeman  stated 
to  me  that  it  was  his  desire  at  the  end  of  each  year  when  the 
statement  had  to  be  presented,  to  get  call  loans  ofE  the  books  so 
that  they  would  not  be  pestered  by  applications  for  call  loans  by 
everybody  through  the  street,  as  they  did  not  care  to  make  call 
loans.  It  necessitated  their  having  a  ticker  and  a  special  de- 
partment for  that  kind  of  thing,  and  watching  their  loans  closely 
and  it  was  a  branch  of  business  that  they  did  not  care  to  add  to  the 
other. 

Q.  Were  the  collaterals  for  the  various  loans  transferred  to 
Vermilye  &  Company  set  forth  in  a  schedule  at  the  time  of  such 
transfer?     A.  It  was. 

Q.  Were  the  collaterals  themselves  in  envelopes  delivered? 
A.  I  cannot  say  as  to  that.  I  never  handle  that  kind  of  thing, 
Mr.  Hughes. 

Q.  Were  the  collaterals  delivered  in  sealed  envelopes  or  was 
there  a  delivery  of  a  sealed  envelope  which  was  supposed  to 
contain  collaterals,  which  was  not  in  fact  opened?  A.  No,  sir, 
I  think  not.     Although  it  is  a  matter  for  our  cashier. 

Q.  Did  the  collaterals  appear  on  the  books  of  Vermilye  &  Com- 
pany or  was  the  transaction  held  over  the  end  of  the  year  and 
the  securities  then  returned?  A.  I  cannot  tell;  I  had  nothing 
to  do  with  the  books  and  never  had. 

Q.  Did  Mr.  Hegeman  have  any  other  account  with  Vermilye 
&  Conipany  or  any  other  transactions  with  Vermilye  &  Co.  other 
than  the  account  shown  in  the  transcripts  which  he  has  produced 

2837 


Testimony  of  James  M.  Craig 

marked  Exhibit  342  and  343  for  identification?  A.  Those  are 
his  current  quarterly  accounts? 

Q.  Yes.     A.  Not  to  my  knowledge. 

Q.  He  had  but  one  account?    A.  Yes. 

Q.  Did  he  have  any  joint  operations  with  you?  A.  Indi- 
vidually ? 

Q.  Yes.    A.  No. 

Q.  Did  he  ever  have  any  joint  operations  with  the  firm?  A. 
not  to  my  knowledge. 

Q.  In  other  words,  in  order  that  we  may  understand  those 
situations,  do  the  transactions  which  have  been  shown  in  the 
purchases  and  sales  and  collateral  loans  with  Vermilye  &  Com- 
pany and  William  A.  Read  &  Company,  and  the  transactions 
detailed  in  this  account  shown  by  Exhibits  342  and  343  for 
identification  embrace  all  transactions  between  Mr.  Hegeman 
or  his  company  and  you  or  either  of  your  firms?  A.  To  the 
best  of  my  knowledge  and  belief. 

Q.  Did  Mr.  Hegeman  ever  receive  any  money  from  your  or 
from  Vermilye  &  Company,  or  from  W.  A.  Read  &  Company 
other  than  the  amounts  which  have  been  credited  to  these  ac- 
counts, Exhibits  342  and  343  for  identification,  and  the  rebates 
of  interest  to  which  he  has  testified?    A.  Not  to  my  knowledge. 

JAMES  M.  CRAIG,  resumes: 
BY  MR.  HUGHES: 

Q.  Mr.-.  Craig,  I  asked  you  to  produce  a  statement  of  the 
average  duration  of  policies  in  your  company.  Have  you  that 
statement  prepared?    A.  (Witness  produces  statement.) 
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BY  MR.  HUGHES: 
I  offer  it  in  evidence. 
(Paper  marked  Exhibit  347  and  read  by  Mr.  Hughes.) 

Q.  Have  you  similar  figures  for  the  issue  of  1900?  A.  Isn't 
1900  there? 

Q.  No.     A.  I  have  no  figures  here  for  1900. 

Q.  Will  you  be  good  enough  to  complete  the  table  by  giving 
the  issue  of  1900?     A.  Yes,  sir. 

Q.  Can  you  state  in  advance  of  its  submission  what  the  ratio 
would  be  of  the  total  industrial  policies  issued  in  1900  that  were 
in  force  on  December  31,  1904?  A.  Yes.  You  have  that,  in  a 
previous  statement  showing  in  an  indirect  manner — ^it  shows 
the  ratio  of  lapses  for  each  year  for  the  five  calendar  years.  The 
industrial — that  exhibit  that  showed  the  ratio  of  lapses  for  each 
year  for  five  calendar  years. 

Q.  That  showed  the  ratio  of  lapses  but  it  did  not  include  the 
ratio  of  policies  terminated  by  death?  A.  Oh,  yes,  this  in- 
cluded all  cancellations  from  all  causes. 

Q.  You  are  now  referring  to  Exhibit  310  of  industrial  experi- 
ence, per  cent,  of  canceled  policies?     A.  Yes,  sir. 

Q.  That  then  includes  in  simply  lapsed  policies  the  policies 
terminated  by  death?    A.  Yes,  sir. 

Q.  Well,  I  would  be  very  glad  to  have  a  table  which  showed 
the  ratio  of  lapses  independent  of  other  terminations. 

MR.  FISKE:  Would  it  be  safe  to  take  off  ten  per  cent,  for 
death?  1 

THE  WITNESS:  I  can  give  you  here  the  number  of  claims 
paid  by  death  of  the  issue  of  1880,  1885,  1890,  and  1895. 
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Q.  I  would  be  very  glad  if  you  have  got  a  statement  theje. 
I  will  put  it  in.     A.  Yes,  sir.     (Producing  paper)  this  last  column. 

MR.  HUGHES:   I  offer  it  in  evidence. 
(Paper  marked  Exhibit  No.  348.) 

MR.  HUGHES:  I  will  read  so  much  of  this  paper  as  shows 
the  number  of  claims  paid  on  industrial  policies  issued  in  the 
years  mentioned,  together  with  the  total  number  of  issues,  the 
payments  being  to  December  31st,  1904,  issue  of  1880,  No. 
210,842.     Claims  paid  to  December  31st,  1904,  $15,773.   [Reads.] 

Issue  of  1885 No.   483,532 

Paid  to  December  31,  1904 51,240 

Issue  of  1890 No.   904,142 

Paid  to  December  31,  1904 7S1635 

Issue  of  1895      No.  1 ,339,026 

Claims  paid  to    December  31,    1904 42,966 

Issue  of  1903 r No.  1,632,006 

Q.  And  the  claims  paid  are  not  stated?  A.  For  some  reason 
no,  he  has  not  carried  it  out.  I  don't  know  why.  To  carry  the 
five  years  should  have  been  1 900  anyhow,  instead  of  1 903 .  This 
shows  that  at  the  end  of  five  years  of  the  issue  of  1900  there 
would  be  36.26  per  cent,  in  force. 

Q.  What  percentage  of  the  remaining  sixty-three,  and  some- 
thing per  cent,  would  have  been  paid?  A.  It  runs  as  high  as 
ten  per  cent,  (witness  figures).  That  would  be  pretty  hard  to 
state;  the  ratios  change  so  rapidly  here  from  1890  to  1895. 

Q.  In  your  letter  of  November  7,  1905,  in  which  you  took  the 
one  week's  industrial  issue  from  each  month  in  the  year   1903^ 

2840 


Testimony  of  James  M.  Craig 

and  followed  the  issue  through  a  period  of  twelve  months  and 
gave  the  results,  stating  that  the  ratio  of  lapsed  was  within  36.9 
in  twelve  months,  as  there  set  forth,  being  within  twelve  months 
from  date  of  issue  51 .46,  did  that  amount,  as  stated,  represent  the 
lapsed  or  the  rate  of  total  terminations?  A.  That  amount 
represented  total  termination. 

Q.  Why  did  you  put  it  as  rate  of  lapsed?  A.  That  is  the 
general  designation  we  have  in  the  office  that  lapses  include  the 
total  cancellation,  as  pertaining  to  the  industrial  business. 

Q.  When  you  make  up  your  statement  for  the  various  in- 
surance departments,  you  put  under  the  head  of  lapses  what  have 
been  terminated  by  reason  of  non-payment  of  premiums,  do  you 
not?     A.  Yes,  sir. 

Q.  Not  what  have  been  terminated  by  death?    A.  No. 

Q.  You  do  not  include  those?  A.  No,  I  mean  in  the  general 
work  of  the  office  there  is  no  distinction  as  between  death  claims 
or  purchased  policies  or  lapses;  they  are  all  called  lapses. 

Q.  Now,  in  order  that  we  may  have  data  from  which  we  can 
reason  intelligently,  I  should  be  glad  to  have  you  separate' the 
items  stated  in  your  letter  of  November  7th,  1905,  and  in  your 
statement  of  industrial  experience,  310,  so  that  we  may  know 
what  are  lapsed,  that  is,  what  are  the  ratio  of  lapses  technically 
considered  as  distinguished  from  terminations  by  death.  A. 
That  would  be  quite  a  task  to  work  that  up,  Mr.  Hughes. 

Q.  But  in  the  course  of  the  supervision  of  your  company  you 
are  bound  to  know  what  your  rate  of  lapses^ — you  cannot  keep 
track  of  your  business  intelligently  without  knowing  what  your 
rate  of  lapses  may  be  ?  A.  Oh,  the  official  lapsed  rate  is  the  total 
canceled  during  the  week. 

Q.  Then  you  make  up  reports  showing  the  actual  lapses  ? 
A.  That  is  in  the  different  branches  of  the  work;  that  is  in  the 
Industrial  Division  where  we  keep  track  of  tl^e  business  by  cards 
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and  the  claims  that  are  paid,  the  claims  that  were  paid  last  year 
in  the  Industrial  Department  were  118,000  in  number,  which 
represented  more  than  the  total  population  of  Syracuse. 

Q.  Of  course  Syracuse  has  nothing  to  do  with  this  particular 
question?  A.  I  only  mention  that  to  give  you  an  idea  of  the 
magnitude  of  the  number  of  claims  paid.  We  would  have  to  go 
through  those  claims  and  pick  out  these  according  to  the  week 
and  months  they  were  in  force  out  of  that  total  number 

•  MR.  FISKE:  That  work  we  do  by  calendar  years. 

MR.  HUGHES:  The  rate  exhibit  310  is  by  calendar  years. 

THE  WITNESS:  It  occurs  to  me  that  we  can  give  you  that 
data  from  the  Actuarial  Department  where  we  keep  the  death 
claims  classified,  according  to  years  of  issue,  but  it  may  not  be  as 
accurate  to  the  degree  of  weeks  as  you  may  need  it. 

Q.  But  you  are  able  to  give  to  the  departments  a  statement  of 
the  number  of  lapses  within  a  calendar  year,  and  you  are  able  to 
give  me  the  rate  of  total  terminations  for  the  calendar  year,  it 
would  be  a  simple  mathematical  calculation  to  tell  me  what  the 
division  is  of  the  total?  A.  Not  so  simple  as  the  statement 
would  appear. 

Q.    It  is  within  the  range  of  actuarial  capacity?     A.  Yes. 

Q.  Are  you  quite  sure  that  this  letter  stating  the  rate  of  lapses 
in  answer  to  our  question  does  not  mean  the  rate  of  lapsed  as 
distinguished  from  other  terminations  ?  A.  No,  sir,  the  cards — 
every  card  that  represented  a  canceled  policy  bore  upon  its  face 
the  number  of  weeks  that  the  premiums  were  paid  for,  and  the 
record  was  kept  in  that  way.  This  was  a  special  record  and  not 
in  any  way  in  harmony  with  the  ordinary  records  kept  in  the 
office,  and  the  cancellations  were  taken  in  the  same  manner  as 
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they  would  treat  a  cancellation  in  what  we  call  the  Audit  or 
Policy  Division  of  the  Company. 

Q.  You  will  make  up  a  statement  as  best  you  can  showing  the 
ratio  of  lapses  ?    A.  Yes. 

Q.  Another  thing  with  regard  to  your  tables  of  rates ;  is  it  the 
fact  that  for  a  life  terminating  within  five  years  of  the  date  of  the 
issue  of  the  policy  the  increasing  life  and  endowment  table  of 
rates  at  the  same  weekly  payment  purchases  less  insurance  than 
an  adult  whole-life  table  of  rates?  A.  I  should  say  that  prob- 
ably that  was  true. 

Q.  Now,  what  proportion  of  your  industrial  policies  do  ter- 
minate within  five  years  from  the  date  of  issue?  A.  This  state- 
ment shows  sixty -three  per  cent. — 63.74. 

JOHN  A.  McCALL,  resumes: 

BY  MR.  HUGHES: 

Q.  Mr.  McCall  in  amplification  of  your  testimony  a  moment 
ago  you  have  placed  in  my  hand  a  report  of  a  special  committee 
of  the  Board  of  Trustees  of  your  company  under  date  of  October 
i8th,  1905?     A.  Yes. 

MR.  HUGHES:  Which  I  shall  read  upon  the  record. 

(Paper  marked  exhibit  No.  349,  and  read  by  Mr.  Hughes.) 

BY  MR.  HUGHES: 

Q.  I  note  that  in  this  statement,  or  in  the  preamble  and  reso- 
lutions it  is  said,  that  '  'we  further  believe  that  the  methods  em- 
ployed in  opposing  legislation  and  in  kindred  work  should  be  so 
open  and  public  as  to  put  them  above  criticism,  and  that  such 
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payments  shotild  be  accounted  for  ftilly,  and  in  detail";  and 
then  follows  the  resolution.  It  was  your  understanding  that  that 
resolution  was  perspective  in  its  operation?  A.  Yes,  that  is  what 
I  understood. 

Q.  And  nothing  was  said  by  the  company  or  in  the  Board  as  to 
the  importance  of  an  accounting  as  to  the  moneys  already  given 
to  Mr.  Hamilton?    A.  No. 

Q.  That  is  the  particular  point  to  which  I  desire  to  call  your 
attention  and  through  you  the  attention  of  your  Board.  Have 
you  any  memorandum  showing  the  bills  that  have  been  opposed, 
the  action  taken  on  various  matters  of  legislation  in  the  various 
States    A.  No,  I  have  not, 

Q.  Or  in  any  State?    A.  No. 

Q.  Did  you  make  a  report  to  the  Board  as  to  what  attorneys 
and  counsel  had  been  employed  and  what  legislation  had  been 
opposed  and  why  it  had  been  opposed?  A.  No,  I  did  not  know 
their  names. 

JOHN  R.  HEGEMAN,  resumed: 

BY  MR.  HUGHES: 

Q.  You  spoke  this  morning  of  the  method  of  valuing  your 
securities  at  the  end  of  the  year,  showing  how  in  reaching  the ' 
market  values  you  had  included  the  accrued  interests  at  the  end 
of  the  year  and  had  not  taken  credit  for  such  accrued  interest 
in  making  your  annual  statement.  In  order  that  there  may 
be  no  misapprehension  on  the  part  of  any  one  examining  your 
statement  I  think  it  proper  that  it  should  be  brought  out  that 
in  making  your  statement  of  ledger  assets  to  the  New  York 
Department  at  the  end  of  1904,  the  valuation  of  your  bonds 
and  stocks  you  stated  at  the  book  value  and  not  the  market 
value.     A.  That  is  among  the  ledger  assets? 
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Q.  Yes.     A.  It  must  be  so. 

Q.  At  the  book  value  and  not  the  market  value?     A.  Yes. 

Q.  And  so  whatever  addition  there  was  to  book  value  in  mak- 
ing up  your  statement  of  market  value  was  not  included  in  your 
sheet?     A.  No;  it  appears  in  the  non-ledger  assets. 

Q.  The  amount  you  took  credit  for  as  the  value  of  your  bonds 
and  stocks  is  the  book  value  and  not  the  market  value.  A.  The 
book  value  and  not  the  market  value. 

Q.  Now,  in  your  non-ledger  assets  you  do  include  in  your  re- 
ports to  the  department  all  the  accrued  interest  upon  your  bonds 
— if  you  look  at  it  you  will  see  the  item  there  (indicating)  ?  A. 
We  include  all  the  accrued  interest  on  our  bonds  which  we  com- 
pute that  way;   that  is,  which  we  compute  not  flat. 

Q.  You  include  all  the  interests  upon  your  bonds  and  stocks 
not  paid  and  accrued — is  put  in  the  bond  ledger  assets  $149,- 
973.18 ;  but  you  were  right  in  the  conclusion  you  sought  to  reach 
this  morning,  because  when  you  go  to  put  in  your  bonds  and  stocks 
in  your  report  you  do  not  take  the  market  values  but  take 
values  so  that  you  do  not  count  the-  amount  twice — that  is  your 
point?     A.  We  do  not  count  the  amount  twice. 

Q.  But  this  morning  your  testimony  might  have  led  to  the 
conclusion  any  one  reading  your  report,  that  the  amount  of  ac- 
crued interest  was  not  in  the  statement  of  non-ledger  assets  sub- 
mitted to  the  department. 

« 

MR.  FISKE :  Accrued  interest  on  those  bonds  is  not  in  there  ? 

THE  WITNESS:    Not  any  of  the  bonds  we  spoke  of. 

Q.  Why  is  it  you  make  the  distinction?  Don't  you  put  in 
all  the  accrued  interest  on  your  bonds  under  the  head  of  accrued 
interest  in  your  non-ledger  assets  ?  Do  you  in  some  cases  add  the 
accrued  interest  to  market  value  and  in  others  not?     A.  Mr. 
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Hughes,  we  send  our  statement  down  to  the  bankers  as  soon  as 
we  can  make  it  up  after  December  31st,  with  a  statement  setting 
forth  the  bonds  and  stocks  owned  by  the  company  and  we  ask 
them  to  fill  in  the  market  values  as  of  December  31st,  1904. 
They  fill  in  those  values  all  flat  except  three ;  those  were  marked 
a  certain  price  plus  accrued  interest.  On  those  in  which  the 
words  "Plus  accrued  interest"  occurred,  we  took  the  accrued 
interest  as  an  asset  and  put  it  in  the  non-ledger  items. 

Q.  Those  happened  to  be  the  three  I  mentioned?  A.  No, 
sir,  they  were  not  the  three  you  mentioned  at  all,  because  "the 
interest  there  as  we  proved  this  morning  was  included  in  the 
flat  price  quoted  and  made  up  the  market  value. 

Q.  Surely  the  interest  on  the  three  did  not  amount  to  $149,000? 
A.  No;  it  had  nothing  to  do  with  those  three.  You  want  to 
know  what  those  three  are? 

MR.  FISKE  Tell  what  that  accrued  interest  item  was. 

THE  WITNESS:  That. is  what  I  am  asking.  Mr.  Hughes, 
will  you  show  me,  please,  the  other  report  there  of  Wisconsin? 
I  will  tell  you  why.  Then  may  I  trouble  you  to  show  me  the  New 
York  report? 

MR.  HUGHES:   Yes  (showing  witness  reports.) 

« 

A.  The  New  York  report  says:  Interest  due  and  accrued  on 
bonds  and  stocks,  $149,973.18.  The  Wisconsin  report  says: 
Interest  due  and  accrued  on  bonds  and  stocks,  $149,973.18,  the 
same  except  that  it  is  separated  into  the  item  due  and  the  item 
accrued. 

Q.  And  the  item  due  is  what?  A.  $54,139.84.  The  item  ac- 
crued is  $95,833.34.  Now,  what  made  up  the  $54,139.84  I  am 
not  aware  of  from  memory,  but  can  very  easily  get  it  from  the 
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accounting  department  of  the  Company.  That  was  interest  due 
and  unpaid — actually  due. 

Q.  In  default  in  other  words?  'A.  Well,  behind.  Now  the 
interest  accrued  was  that  on  securities  due  January  ist,  not  De- 
cember 31st.  So  of  course  not  to  lose  it  as  an  item  of  assets 
where  it  properly  belonged  under  these  non-ledger  items,  we  took 
it  in  here  $95,833.34,  made  up  as  follows:  We  had  a  participa- 
tion in  what  was  known  as  Omaha  &  Sioux  syndicate  of  a  million 
dollars.  We  charged  6  per  cent,  interest  on  that  up  to  the  ist 
of  January.  We  of  course  charged  all  those  syndicates  with 
their  interest  up  to  the  time  they  were  closed  out.  That  is  the 
only  fair  way  in  which  we  can  determine  our  ultimate  profit  and 
loss.  There  was  $60,000.  There  was  then  $35,000  and  some 
hundred — I  am  now  speaking  from  memory  on  the  Pope  Manu- 
facturing transaction  which  we  explained  to  the  Chairman  and 
yourself  last  week,  all  of  which  has  since  been  paid  in  cash  to  the 
company.  There  was  then  a  few  hundred  dollars  accrued  on 
100,000  Consolidated  stock  of  the  City  of  New  York  at  23^, 
which  the  company  owned.  Those  three  items  made  up  the 
accrued  interest. 

Q.  And  the  rest  of  your  accrued  interest  you  took  in  your 
valuation  of  bonds  and  stocks  ?  A.  All  in  the  flat  price.  Is  that 
quite  satisfactory,  Mr.  Hughes. 

Q.  It  is  quite  plain.  I  asked  you  the  other  day  with  regard 
to  the  compensation  of  agents  in  the  ordinary  department,  and  I 
think  I  failed  to  put  in  evidence  the  schedule  you  furnished 
This  is  a  schedule  of  commissions  (showing  witness)?  A.  Yes, 
sir. 

MR.  HUGHES:   I  offer  that  in  evidence. 
(Paper  marked  Exhibit  350.) 

MR.  HUGHES:    The  commissions  shown  by  this  statement 
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range  exclusive  of  single  premiums  and  annuities  from  30  per 
cent,  commissions  on  eight  to  twelve  year,  child's  endowment, 
ages  9  to  13  inclusive,  and  on  ten  payment  twenty  year  endow- 
ment intermediate  and  ten  payment  endowment  and  ten  pay- 
ment life  to  40  per  cent,  commission  on  13  to  19  thousand  dollars 
ages  2  to  8  inclusive;  and  on  guarantee  dividends  15,  20  and  30 
years  endowment,  optional  life  endowment  15,  20  payment  life 
and  ordinary  life  to  50  per  cent.  On  whole  life,  intermediate  and 
reduced  premium  life  the  rates  in  each  case  being  the  rates  of 
commission  for  the  first  year.  In  addition  there  is  what  is 
stated  to  be  a  superintendent's  collection  fee  on  all  premiums 
except  the  whole  life,  intermediate  and  the  ten  payment  and 
twenty  year  endowment  intermediate,  of  2^^  per  cent,  in  the 
ordinary  department;  5  per  cent,  commission  in  certain  inter- 
mediate policies  from  the  second  to  tenth  year  inclusive,  and 
also  a  renewal  commission  to  the  agent  of  five  per  cent,  on  both 
ordinary  and  intermediate  from  the  second  to  the  tenth  year 
inclusive,  in  the  special  class  a  commission  the  first  year  on  ordin- 
ary and  intermediate  policies  is  one-half  the  regular  contract; 
the  agent  renewal  commissions  are  five  per  cent,  in  each  case. 
The  superintendent's  collection  fee  is  2  J^  per  cent,  in  the  ordinary 
and  five  per  cent,  in  the  intermediate  department;  the  renewal 
and  superintendent's  collection  fee  being  from  the  second  to 
the  tenth  year  inclusive. 

Q.  I  have  a  book  here  that  has  been  furnished  me  by  the 
company  entitled  "Instruction  book  for  the  exclusive  use  of 
agents  of  the  Metropolitan  Life  Insurance  Company"  which  I 
will  have  marked  for  identification. 

(Book  marked  Exhibit  531  for  identification.) 

Q.  I  read  now  from  pages  19,  20  and  21  of  the  instruction 
book  under  paragraph  10  relating  to  description  of  policies,  the 

2848 


Testimony  of  John  R.  Hegeman 

following  statement,  following  the  enumeration  of  the  various 
kinds  of  industrial  policies  issued,  to  wit:  "The  Company  de- 
sires all  its  business  written,  wherever  it  is  possible,  on  the 
Increasing  Life  and  Endowment  tables.  There  may  come  a 
time  when  every  other  table  will  be  withdrawn.  These  other 
tables  are  included  in  this  book  simply  for  one  purpose — ^namely, 
the  information  of  the  agent,  the  assistant  and  the  superintend- 
ent, necessary  to  enable  successful  competition  with  other  com- 
panies where  our  Increasing  Life  and  Endowment,  tables  are 
attacked.  The  Whole  Life  tables  are  not  to  be  used  except 
where  there  is  attempted  interference  with  our  business  by  the 
other  companies  or  a  preference  expressed  for  the  Whole  Life 
table  by  the  applicant,  founded  upon  knowledge  obtained  from 
agents  of  other  companies  of  the  existence  of  Whole  Life  tables. 
The  reason  is  that  Increasing  Life  and  Endowment  tables  are 
better  for  the  policyholder  and  better  for  the  Company,  because 
they  are  founded  upon  a  scientific  table  of  mortality  and  have  a 
practically  imiform  loading.  It  is  tmjust  to  the  Company  to 
issue  a  considerable  amount  of  business  under  any  other  table, 
obviously,  the  Increasing  Life  and  Endowment  table  being  con- 
structed as  a  whole,  its  operation  is  seriously  interfered  with,  if 
different  benefits  at  some  ages  are  to  a  considerable  extent 
demanded.  These  tables  are  also  better  for  the  policyholder 
on  account  of  the  guaranteed  reversionary  dividends  attached 
to  them  and  of  the  fact  that  after  a  few  years  the  benefits  are 
considerably  larger  than  those  under  the  Whole  Life  table.  In 
other  words,  these  policies  pay  to  the  policyholder  as  much 
money  as  the  company  can  afford  to  pay,  having  regard  to  the 
receipts  of  premituns,  on  the  respective  policies,  and  when  addi- 
tional insurance  is  earned  by  persistence  in  paying  premiums, 
it  is  guaranteed  by  these  policies.  The  policies  are  better  for 
the  agent  because  they  invite  persistence — there  is  distinct 
advantage  to  the  policyholder  in  keeping  up  the  insurance  and 
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not  lapsing.  They  are  better  for  the  superintendent,  not  only 
for  the  foregoing  reasons,  but  also  because  the  paid-up  provi- 
sions of  the  Increasing  Life  and  the  endowment  policies  are 
simple,  easy  to  understand,  and  avoid  the  dissatisfaction  which, 
however  unreasonable  it  may  be,  still  no  doubt  exists,  regarding 
the  term  insurance,  which  is  all  that  the  paid-up  policies  under 
the  whole  life  table  promise.  The  company  will  not  be  satisfied 
with  the  record  of  an  agent  who  writes  a  large  proportion  of  this 
business  on 'other  tables  than  the  Increasing  Life  and  Endow- 
ment tables.  The  records  of  districts  arid  the  records  of  indi- 
vidual agents  in  this  respect  will  hereafter  be  scrutinized  and 
acted  upon.  We  speak  strongly  on  this  subject,  because  we  are 
convinced  that  in  our  relation  to  the  public  at  large  the  Increas- 
ing Life  and  Endowment  table  is  a  most  valuable  assistance 
to  the  company.  Being  a  homogeneous  table,  it  enables  the 
company  to  do  better  by  the  Infantile  Policies  than  ever  has 
been  done  by  any  other  company ;  and  yet  entire  justice  is  done 
to  adult  policyholders;  having  regard  to  the  actual  mortality 
experience  of  Industrial  Insurance. 

We  retain  an  even  $500  table -merely  because  there  fs  some 
demand  for  an  even  five  hundred  dollars  of  insurance,  and  in 
order  that  business  not  up  to  the  grade  of  the  Intermediate 
branch  may  in  some  cases  be  saved  by  these  policies.  Take 
the  Increasing  Life  and  Endowment  policies  they  are  endow- 
ments at  age  80 ;  but,  unlike  these  policies,  they  do  not  guarantee 
reversionary  dividends — ^i.  e.,  do  not  increase  in  amount. 

"The  Term  and  Endowment  tables  are  published  because 
they  furnish  a  good  outlet  for  sub-standard  risks,  and  because 
they  meet  a  demand  which  the  number  issued  by  the  company 
shows  still  exists." 

Q.  The  guaranteed  reversions  dividends  attached  to  the  in- 
creasing life  and  endowment  policies  are  the  increases  of  $1.00  a 
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year  after  three  years.     That  is  right,  is  it  not?     A.  I  believe 
it  is. 

Q.  Then  it  is  a  fact  that  considering  that  upwards  of  60  per 
cent,  of  your  industrial  policies  terminate  within  five  years, 
the  company  by  writing  insurance  under  the  increasing  life 
and  endowment  table  is  able  to  pay  out  less  money  than  it 
would  if  the  insurance  was  taken  on  the  whole  life  table?  A.  I ' 
would  not  say  that 

Q.  I  am  to  undersand  it  to  be  the  fact  that  within  the  first 
five  years  the  amounts  payable  in  case  of  death  are  less  under 
the  increasing  endowment  table  than  under  the  whole-life 
table,  and  it  would  seem  that  more  than  half  of  the  policies  termi- 
nate within  five  years,  so  that  there  would  seem  to  be  there  a 
gain  by  the  use  of  that  table.  Is  that  your  understanding  of  it? 
A.  There  are  gentlemen  here,  Mr.  Hughes,  who  are  much  more 
competent  to  answer  those  questions  than  I  am.  My  general 
belief  is  that  that  may  be  so,  the  question  you  asked,  as  t©  certain 
ages  paying  a  less  amount  than  others,  and  there  are  certain  ages 
which  pay  more.  My  belief  is,  as  I  certified  or  testified  last  week 
— I  have  been  somewhat  out  of  the  practical  operations  of  that 
part  of  the  business,  which  embraces  things  along  this  line  of  in- 
quiry— but  the  old  table  was  one  which  we  adopted  when  we  first 
started  in  this  business  and  we  adopted  it  from  the  English  ex- 
perience, which  a  few  years  afterwards  we  found  not  to- tally 
-with  our  own.  It  developed  certain  inequalities.  We  there- 
upon waited  until  we  had  been  in  the  business  long  enough  to 
make  up  our  own  table  of  mortality  and  knew  what  the  experience 
would  be  here  in  America,  and  upon  that  constructed  this  in- 
creasing table  which  is  scientific.  It  gives  to  each  age  what  that 
age  deserves.  The  other  one  gave  too  much  to  certain  ages  and 
too  little  to  other  ages.  The  new  one  is  a  more  defensible 
table.  That  is  as  I  apprehend  the  reason  which  induced  to 
make  this  change. 
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Q.  Was  it  one  of  the  reasons  that  taking  the  average  of 
your  experience,  the  payments  under  the  increasing  life  and 
endowment  policies  owing  to  the  termination  of  policies  would 
be  less  than  under  the  former  table.  A.  I  would  not — my  im- 
pression was  not  that  they  were  less  or  more  but  they  were 
equalized;  they  were  more  just,  that  which  each  age  deserved, 
and  under  the  old  table  it  did  not. 

Q.  Have  you  any  data  available  for  that  comparison?  A.  I 
think  there  is  such  data  in  the  office.  I  have  not  it  in  my 
memory. 

Q.  Certainly  not.  I  should  be  very  glad  to  have  such  a  com- 
parison made  as  you  may  be  able  to  submit  with  regard  to  the 
relative  ages  of  those  two  kinds  of  insurance,  not  of  course 
where  the  insurance  is  persisted  in,  because  I  see  from  a  cursory 
examination  of  the  table  that  larger  payments  are  made,  but 
with  a  view  to  the  ordinary  duration  of  the  policy.  I  note  on 
page  II  of  this  book  the  following:  "In  the  policyholder's  own 
interest  and  in  your  own,  get  well  in  advance  payments  and  keep 
there."     A.  That  is  to  save  the  business  from  lapses. 

Q.  And  also  on  page  14  "Collect  in  every  case  as  far  in  advance 
as  possible."  And  also  on  page  48,  "Use  gentle  persuasion  and 
not  compulsion  to  secure  advance  payments."  It  would  appear 
from  that  that  your  agents  are  encouraged  to  get  payments  in 
advance.  Do  you  keep  a  record  of  those  advance  payments? 
A.  Always. 

Q.  To  what  extent  have  you  had  in  hand  any  time  moneys  - 
which  represent  advance  payments?    A.  Measured  by  so  many 
thousand  dollars,  I  could  not  say  from  memory. 

Q.  Have  you  any  idea?  A.  We  know  exactly  what  it  is  at 
the  end  of  the  year  to  a  penny. 

MR.  FISKE:    I  can  give  it  to  you.     The  net  advance  pay- 
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ments  at  the  end  of  the  year  1904  were  10.71  per  cent,  of  the 
entire  amount  of  the  debit. 

MR.  HUGHES:    What  was  the  entire  amount  of  debit? 

MR.  FISKE:     $734,194. 

MR.  HUGHES:  About  $74,000  then  was  in  the  way  of  ad- 
vance payments? 

MR.  FISKE:  Yes. 

MR.  HUGHES:   Is  that  an  average? 

MR.  FISKE :  I  should  judge  so, 

Q.  Does  the  company  make  any  allowance  to  the  policy- 
holders by  way  of  interest  and  otherwise  for  the  advance?  A.  It 
does  not.     At  best  it  gives  it  back. 

Q.  You  mean  if  they  die  before  the  premium  was  due? 

MR.  FISKE:    No. 

MR.  HUGHES:  Of  course  you  do  not  give  it  back  if^the  pre- 
miums are  earned. 

MR.  FISKE :    I  did  not  understand  you. 

THE  WITNESS :  Such  premivmis  as  are  not  eamed^are  given 
back. 

Q.  I  note  at  page  loi  of  this  Manual  of  Instruction j'^or  rather 
on  page  68,  Paragraph  10,  "Excess  arrears  on  lapses^if  any 
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must  be  remitted  with  your  account  over  and  above  collections." 
What  is  meant  by  excess  arrears  ?  A.  As  a  practical  question  in 
the  daily  operation  of  the  business,  Mr.  Hughes,  I  would  suggest 
that  you  ask  that  of  Mr.  Fiske  or  Mr.  Craig. 

MR.  FISKE :   It  is  premiums  more  than  four  weeks  in  arrears. 

THE  CHAIRMAN:  It  is  suggested  that  Mr.  Fiske  might 
testify  on  that  point. 

MR.  HUGHES:  I  shall  want  a  little  explanation  on  that.  I 
intend  to  call  Mr.  Fiske  before  long. 

THE  WITNESS:  I  take  it  everything  beyond  four  weeks 
allowed  on  the  policies,  is  it  not? 

Q.  Well,  we  might  perhaps  be  able  with  some  suggestion 
from  Mr.  Fiske  to  pursue  that  at  this  point.  What  I  want  to 
get  at  is  this.  If  an  agent  does  not  report  a  lapse  at  the  end  of 
four  weeks  from  the  date  when  the  premium  should  have  been 
paid,  what  is  the  consequence?  A.  He  ought  to  be  held  for 
violation  of  instructions. 

Q.  But  I  mean  the  consequence  as  a  matter  of  account. 
A.  Whether  he  is  held 

MR.  FISKE :  If  we  find  it  out  we  charge  it  to  him  or  to  the 
assistant  who  is  responsible. 

Q.  So  that  he  is  charged  with  the  amount  of  the  premium  if 
it  is  lapsed,  and  its  not  reported  at  the  expiration  of  four  weeks. 

MR.  FISKE :  Yes.  We  do  not  find  it  out  except  by  the  in- 
spector's reports,  but  if  we  find  it  and  he  is  still  in  the  service, 
we  charge  him  with  it. 
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MR.  HUGHES:  And  if  he  is  not,  you  charge  iiis  successor?   , 

MR.  FISKE :  No,  we  charge  his  assistant,  if  he  is  to  blame, 
but  never  the  successor. 

MR.  HUGHES:  I  mean  by  his  successor,  the  man  who  takes 
his  place  as  agent. 

MR.  FISKE :   We  never  charge  him. 

MR.  HUGHES:  I  think  we  might  possibly  let  Mr.  Hegeman 
withdraw  for  a  moment  and  have  you  explain  that,  Mr.  Fiske. 

HALEY  FISKE,  recalled  for  further  examination,  testified 
as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Fiske,  we  were  inquiring  about  the  excess  arrears 
of  agents  as  shown  by  Rule  loi.  Will  you  please  state  to  what 
extent  and  in  what  manner  lapses  are  charged  to  agents  in  your 
industrial  department.?  A.  An  agent  is  paid  on  his  net  increase 
that  is  to  say,  an  accotmt  is  made  up  each  week  in  which  he  is 
charged  with  the  debit  existing  on  the  books  and  in  this  account 
there  appears  a  credit  to  him  for  the  new  business  that  he  has 
written  an^  an  offset  against  that  for  the  lapses  that  have  oc- 
curred, and  his  pay  is  so  many  times  the  difference.  In  that  he 
is  charged  for  the  lapses. 

Q.  Those  lapses  that  you  refer  to  that  have  occurred  which 
are  charged  in  the  sense  that  they  are  deducted  from  the  amount 
upon  which  his  compensation  is  computed  are  lapses  which  have 
been  reported  after  the  premium  has  been  in  arrears  for  four 
weeks?     A.  They  are  reported  in  his  account.     The  lapses  might 
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be  reported  in  this  very  account.  The  account  is  made  up  by  him 
in  each  week,  in  which  he  states  in  one  column  the  number  of 
policies  written  and  in  another  column  the  number  of  policies 
which  have  lapsed. 

Q.  Supposing  there  is  a  premium  upon  a  policy  written  by 
him  or  through  his  procuration  which  is  in  arrears  one  week; 
should  he  report  that?  A.  Certainly  not;  cer;tainly  not,  unless 
the  policyholder  states  '  'I  never  intend  to  pay  it,  and  I  want  the 
policy  to  lapse."     In  that  case  it  is  his  duty. 

Q.  How  does  a  policy  premium  unpaid  and  in  arrears  four 
weeks  figure  in  the  account?  A.  It  does  not  appear  at  all,  it 
does  not  appear. 

Q.  It  does  not  reduce  his  collectible  debit?  A.  Not  in  the 
least. 

Q.  Under  what  period  is  he  under  an  obligation  to  report  a 
lapse?     A.  On  the  fifth  Monday. 

Q.  Suppose  he  does  report  it  then,  the  reported  lapse  is  a 
deduction  from  his  collectible  debit?     A.  That  is  it. 

Q.  If,  however,  he  does  not  report  it,  being  anxious  to  save 
it  if  possible,  being  in  some  friendly  relation,  perhaps  with  the 
insured,  what  happens  to  the  agent?  A.  Nothing  happens  to 
him  until  we  find  it  out. 

Q.  Suppose  you  find  it  out  at  once,  what  happens?  A.  We 
do  not  find  it  out  at  once.  He  is  inspected,  and  by  inspection 
is  meant  is  the  taking  of  his  collection  book  and  the  going  around 
his  debit  to  find  out  whether  or  not  his  report  is  tru^  then  if  it 
appears  that  he  has  allowed  policies  to  remain  longer  than  his 
fifth  Monday  then  the  charge  is  made  against  him. 

Q.  What  charge  is  made  against  him  then?  A.  Well,  I  under- 
stand— I  speak  subject  to  correction  on  this — ^but  I  understand 
that  he  is  charged  with  those  extra  arrears. 

Q.  With  the  whole  amount  that  is  paid — ^payable,  I  mean? 
A.  He  is  charged  with  the  arrears  over  and  above  those  that  are 
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due  on  the  fifth  Monday  and  that  is  why  the  word  excess  is  used, 
arrears  in  excess  of  the  grade  period. 

Q.  Suppose  the  premium  is  ten  cents  a  week  and  four  weeks' 
premiums  would  be  forty  cents,  and  on  the  fifth  Monday — 
is  it  forty  cents  or  fifty  cents  ?     A.  Fifty  cents  then. 

Q.  And  you  find  out  at  the  end  say  of  ten  weeks  that  this  lapse 
was  not  reported  on  the  fifth  Monday  according  to  your  rule, 
then  am  I  to  understand  that  the  agent  is  charged  in  his  ac- 
count with  the  difference  between  four  and  ten  weeks?  A. 
That  is  the  way  I  understand  it. 

Q.  That  is  with  the  amount- of  excess  arrears  for  the  four 
weeks  ?     A.  That  is  what  I  understand. 

Q.  What  is  done  with  that  particular  lapse  in  his  next  account, 
anything,  or  is  that  the  total  charged  against  him?  A.  If  it  is 
found  out  the  policy  lapsed  and  that  is  the  end  of  it. 

Q.  And  he  is  simply  charged  for  the  period  during  which  he 
allowed  the  matter  to  remain  undisclosed  ?     A.  Yes. 

Q.  When  the  policy  lapses,  is  he  charged  with  the  amount 
originally  obtained  by  him  as  commission?  A.  There  is  no 
charge  made  against  him  at  all.  It  is  deducted  from  the  busi- 
ness written  as  a  basis  of  his  pay. 

Q.  Well,  is  this  on  a  proper  reporting  of  lapsing  at  the  end  of 
four  weeks?  A.  No,  it  is  every  week.  Every  week  his  account 
comes  in  with  the  business  written  and  the  business  lapsed,  and 
he  is  paid  on  the  difference. 

Q.  That  is  the  charge  for  getting  the  basis  for  computing  his 
commissions?     A.  Yes. 

Q.  When  he  does  not  report  then  he  is  charged  with  excess 
arrears  in  the  manner  you  have  stated,  is  he  also  charged  with 
the  amount  he  got  for  commissions?  A.  Oh,  no,  I  think  not. 
Why,  if  I  understand  you  correctly,  that  policy  would  then  be 
lapsed,  and  then  would  be  of  course  charged  as  a  lapse  against 
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him  for  the  basis  of  paying  him  his  commission.     In  that  sense, 
yes. 

MR.  LINDABURY:  Mr.  Hughes  means  the  excess  of  com- 
missions he  has  got. 

THE  WITNESS:  There  is  no  charge  made  on  that,  as  I  under- 
stand it.     I  do  not  see  how  that  could  be. 

Q.  Here  is  a  letter  which  I  merely  want  to  know  the  facts 
about,  that  is,  I  want  to  know  the  correctness  of  the  statement, 
without  any  reference  to  the  man  who  wrote  it,  who  is  an  agent 
of  yours,  it  would  seem.  He  says,  "I  as  an  agent  and  collector 
for  the  Metropolitan  Life  Insurance  Company  ought  to  mention 
a  few  points  to  you  of  which  you  may  not  be  aware,  and  I  have 
experience.  First,  if  I  write  a  colored  child  for  a  premium  ten 
cents  and  collect  one  year  on  it,  the  company  will  not  allow  me 
special  salary  on  it,  as  they  do  not  pay  agents  on  colored  children 

under  five  years  of  age  next  birthday- "     A.  What,  won't  you 

repeat  that  again? 

Q.  "If  I  write  a  colored  child "     A.  What  is  the  date  of 

the  letter,  I  mean  the  place? 

Q.  I  do  not  care  to  state  that A.  There  are  some  parts 

of  the  country  where  they  do  not  write  colored  business. 

Q.  This  is  in  the  north  and  not  very  far  from  New  York  City. 
"If  I  write  a  colored  child  for  a  premium  ten  cents  and  collect 
one  year  on  it,  the  company  will  not  allow  me  special  salary  on 
it,  as  they  do  not  pay  agents  on  colored  children  under  five  years 
of  age  next  birthday."  Is  that  true?  A.  Not  as  I  understand 
it.     It  is  the  first  I  heard  of  such  a  rule. 

Q.  "And  if  at  the  expiration  of  one  year  it  is  transferred  to  an 
agent  who  has  been  employed  by  the  company  for  ten  years 
and  that  agent  has  collected  four  weeks  on  it,  and  he  is  com- 
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pelled  to  lapse  or  cancel,  the  policy  he  is  charged  two  dollars  for 
this  lapse,  and  is  not  paid  any  special  salary."  A.  I  do  not  think 
there  is  any  basis  for  that.  If  you  will  let  me  have  a  copy  of 
the  letter  which  I  can  get  from  the  minutes  there,  I  will  ask  the 
^  auditing  division  what  they  do  in  these  cases,  but  that  is  not  my 
understanding  at  all.  Of  course  these  accounts  are  made  up  by 
the  auditing  division. 

Q.  We  have  had  a  great  number  of  letters  from  agents  and  ex- 
agents  of  your  company?     A.  Yes. 

Q.  We  understand  the  great  importance  of  stringent  super- 
vision of  a  business  of  this  character  where  you  employ  a  great 
multitude  of  people  dealing  with  small  amounts  of  money,  and  we 
merely  desire  to  know  whether  the  procedure  of  your  Company 
goes  beyond  what  is  fair  and  proper  discipline  or  stringency,  and 
whether  as  has  been  claimed  by  many,  it  is  unduly  severe?  A.  I 
will  give  you  the  facts  in  every  case  in  which  you  let  me  know 
the  complaint. 

Q.  They  say,  "If  I  write  a  child  one  year  and  collect  thirteen 
years  on  same  and  am  compelled  to  cancel  same  that  I  have  re- 
ceived $1.50  special  salary  on,  the  company  charges  me  two 
dollars  for  the  same  policy ?  "     Is  that  possible?     A.  Well 

Q.  In  other  words,  it  seems  to  be  the  claim  that  the  amount 
of  the  original  commission  or  salary  is  charged  back  on  the  lapse. 
Is  that  true?  A.  No.  If  it  should  lapse  after  thirteen  years, 
which  it  never  does,  by  the  way,  except  by  death,  and  in  the 
case  of  death  we  do  not  charge  the  agent  with  it  at  all,  whatever 
as  a  lapse  it  is  deducted  from  the  amount  on  which  a  special 
salary  is  counted 

MR.  LINDABURY:    He  doesn't  pay  back  anything? 

THE  WITNESS:    He  does  not  pay  back  anything,  no. 
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Q.  Then  we  may  take  it  as  your  testimony  that  the  agent  is 
charged  only  in  this  way,  that  if  he  does  not  report  a  lapse  at  the 
time  when  he  should,  he  is  then  charged  with  the  excess  arrears 
from  the  time  when  he  should  have  reported  it  to  the  time  when 
it  is  discovered?     A.  Yes. 

Q.  And  secondly,  that  when  he  does  report  a  lapse  properly 
the  amount  of  the  collection  or  what  will  be  the  collection,  is 
deducted  from  the  amount  of  his  collectible  debits  in  order  to 
compute  his  commission?     A.  That  is  my  understanding  of  it. 

Q.  And  that  is  all  there  is  of  it?  A.  That  is  all  there  is  of  it, 
as  I  understand.  Would  this  be  a  good  place  to  explain  those 
four  policyholders'  letters  you  asked  about  the  other  day. 

Q.  Yes,  I  will  be  glad  to  have  you  make  any  explanation  you 
can.  A.  I  promised  to  look  them  up  for  you.  In  the  case  of  a 
man  with  a  mother-in-law,  I  believe  the  facts  are  as  stated,  that 
he  took  paid-up  insurance  and  took  it  for  the  expectation  of  life, 
and  the  lady  is  still  living,  and  therefore,  the  policy  has  expired. 
But  in  this  case  we  should  be  very  glad  when  death  occurs  to 
pay  the  amount  of  a  policy  that  would  have  been  issued  if  he 
had  selected  the  full  life.  In  other  words,  we  want  the  liability 
terminated  some  time  or  other. 

Q.  Well,  it  is  terminated  now  according  to  the  contract,  is 
it  not?  A.  It  is  terminated,  but  there  is  nothing  payable  be- 
cause she  is  alive.  There  could  be  nothing  payable  until  she 
died. 

Q.  You  consider  that  a  man  has  an  insurable  interest  in  his 
mother-in-law's  life?  A.  For  a  small  amount  in  case  he 
buries  her,  certainly.  I  do  not  think  there  is  any  doubt  about 
that,  or  in  case  he  pays  the  sick  expenses.  We  have  no  doubt  of 
the  insurable  interest  of  a  relative  or  friend  who  pays  the  ex- 
penses of  the  last  sickness  or  death. 

Q.  Those  are  hardly  in  contemplation  in  this  case,  I  suppose. 
We  don't  know  about  that.     A.  In  this  case  he  probably  will 
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pay  the  expenses  of  the  last  sickness  and  death,  I  suppose  he  will. 
Now,  in  Rochester,  you  will  remember  that  the  complaint  is 
that  the  agent  told  the  lady  that  if  she  would  pay  forty  cents  it 
would  complete  the  five-year  term  and  entitle  her  to  a  paid-up 
policy.  I  find  the  facts  in  that  case  to  be  these :  There  were 
four  policies  in  force,  not  one.  The  forty  cents  were  paid  on 
others  as  well  as  this.  Only  two  of  these  policies,  paid-up  poli- 
cies, were  issued  in  January  last.  On  the  third  she  kept  up  the 
payments  until  May  of  this  year,  when  she  allowed  the  policy 
to  lapse.  On  the  fourth  the  child  died  and  no  claim  of  this  char- 
acter was  made  until  after  the  death  of  the  child,  and  the  agent 
denies  absolutely  that  any  such  representations  were  made  Vy 
him,  and  it  would  appear  from  the  treatment  of  the  other  policies 
that  his  statement  must  be  true,  because  as  to  two  others  she  tc  ok 
paid  up,  and  she 

Q.  Did  you  communicate  those  facts  to  Mr.  Adams?  A. 
Those  facts  were  communicated  by  our  superintendent  within 
three  days  after  we  got  his  letter.  We  at  once  found  what  the 
facts  were  and  told  our  superintendent  to  go  and  explain  it  to 
him  and  he  says  he  did  it,  and  I  recollect  the  date  he  visited 
the  lawyer  was  only  three  or  four  days  after  the  date  of  the  law- 
yer's letter. 

Now,  the  case  of  Joseph  Waite  is  a  case  where  there  were  in 
force  ten  policies,  four  on  his  wife's  life  and  six  on  his  own. 
He  complains  that  he  has  paid  more  premiums  than  his  policies 
amount  to.  One  policy  was  issued  in  1886,  two  in  1887,  one  in 
1890,  and  two  in  1891.  And  then  on  his  wife's  life  one  was 
issued  in  1886,  one  in  1887,  one  in  1891,  and  one  in  1895.  There 
is  no  doubt  that  on  some  of  these  policies  he  has  paid  in  pre- 
miums exceeding  the  face  of  the  policy.  As  Mr.  Craig  explained, 
that  is  bound  to  happen  in  the  case  of  people  who  live  a  long 
while  beyond  their  expectancy  and  if  it  were  not  for  that  we 
could  not  pay  death  claims  on  policies  where  death  occurs  in 
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the  first  year.  On  three  of  these  policies  he  has  had  a  surrender 
value  amounting  to  the  full  reserve.  We  made  no  surrender 
charge  at  all  under  the  peculiar  circumstances. 

Q.  Won't  you  state  what  amount  he  has  had  as  surrender 
value,  and  the  amount  he  has  paid  in?  A.  Well,  I  have  not 
got  the  figures  here,  but  I  have  no  reason  to  think  he  states  it 
untruly.  He  states  in  his  letter,  he  states  that  the  surrender 
value  amounted  to  $36.26,  and  I  suppose  that  to  be  correct.  I 
did  not  look  it  up. 

Q.  How  much  does  he  say  he  paid  in?  A.  He  says  he  paid  in 
$96.  Now,  whether  that  is  true  or  not  I  have  not  calculated, 
.but  anybody  can  calculate  it  from  this.  I  find  he  has  been 
rather  a  troublesome  man  and  has  had  more  or  less  controversy 
with  our  people,  and  we  were  perfectly  ready  on  these  other 
policies  to  pay  cash  surrender  values,  and  when  he  gets  eighty 
years  old  to  pay  the  face  of  the  policy. 

He  says,  "I  am  eighty  years  old  now."  And  I  think  at  the 
next  interview  he  said  he  was  eighty -five.  We  told  him  if  he 
would  produce  proof  of  his  age  we  would  pay  them,  but  without 
proof  we  would  have  to  go  according  to  his  application,  which 
which  was  dated  1827.  He  would  therefore  be  eighty  years  old 
in  1907,  and  would  be  then  entitled  to  the  face  of  these  policies 
on  his  own  Ufe.  His  wife,  I  believe,  was  a  younger  woman, 
and  that  would  not  be  true  of  hers  in  1907. 

The  last  one  is  John  Guthrie.  His  complaint  was  also  that 
he  had  paid  more — he  says  he  is  eighty  years  of  age.  He  does 
not  say  so,  but  he  is.  He  complains  that  he  has  paid  more  in 
premiums  than  the  face  of  his  policy,  and  he  says  that  We  did 
offer  him  a  paid-up  policy,  which  I  have  no  doubt  is  true.  I 
did  not  look  it  up.  The  man  being  that  he  has  just  now  passed 
the  age  of  eighty,  and  is  now  entitled  to  the  face  of  his  policy 
and  will  get  it. 
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Q.  He  mentions  here  an  increase  in  his  premium.?  A.  That 
is  not  true.  The  premium  charged  now  is  exactly  that  stated 
on  the  appHcation. 

Q.  He  states  that  the  full  face  of  his  policy  is  $189.00.  That 
is  correct?     A.  $189.00  is  correct. 

Q.  In  other  words,  he  now  having  passed  eighty  is  entitled  to 
$189.00?     A.  Yes. 

Q.  And  the  facts  he  alludes  to  of  having  paid  in  nearly  four 
hundred  dollars  is  simply  his  misfortune  in  having  lived  so 
long?  A.  Well,  it  is  the  good  fortune  of  others  having  col- 
lected it  earlier.     That  is  the  theory  of  life  insurance. 

Q.  Men  who  live  long  do  not  find  it  as  advantageous  as  men 
who  die, earlier?     A.  Yes,  sir. 

Q.  Will  you  submit  a  specimen  account  sheet  of  an  agent, 
so  we  may  have  the  form  of  accounting  in  mind  readily.  A. 
Yes. 

Q.  I  asked  the  other  day  as  to  the  amount  paid  superintend- 
ents. Can  you  furnish  the  data  for  that?  A.  The  first  method 
of  paying  superintendents  was  to  give  them  a  very  small  salary, 
which  I  think  in  the  case  of  our  largest  paid  man  was  only  eleven 
dollars  a  week,  and  then  to  give  them  an  accumulative  interest 
of  two  times  their  increase.  Those  contracts  have  all  expired. 
They  were  found  to  be  too  expensive.  I  wish  to  say,  however, 
that  that  was  the  gross  amount  paid,  and  that  out  of  that  salary 
the  man  had  to  furnish  his  own  office,  clerks,  heat,  light  and  all 
expenses.  It  was  absolutely  a  gross  payment  from  us  to  which 
nothing  was  added  by  way  of  allowances.  That  was  found  too 
expensive  many  years  ago,  before  I  came  with  the  company,  so 
I  don't  know  how  many  years  ago,  and  that  for  future  superin- 
tendents was  reduced  to  one  time  and  that  was  made  cumula- 
tive. 

There  are  only  seven  of  those  contracts  in  existence.  I 
should  think  five  to  eight  years  ago  a  still  different  method  was 
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adopted  of  paying  a  superintendent  a  weekly  salary,  and  paying 
in  addition  thereto  his  clerks  and  his  light,  and  I  think  some 
other  expenses  anyway.  Now,  those  superintendents  are  put 
in  when  they  are  young  at  twenty-five  dollars  a  week.  In  cases 
of  their  having  large  debits  and  large  staffs  they  are  paid  some- 
times at  the  start  thirty-five  dollars.  Some  of  them  are  paid 
fifty  dollars,  but  not  many.  I  think  we  have  one  superintend- 
ent that  we  pay  seventy-five  dollars.  He  has  charge  of  a  very 
large  district  and  is  a  very  good  man.  There  cannot  be  said  to 
be  an  average,  because  every  superintendent  is,  different,  de- 
pending upon  the  length  of  his  service,  the  amount  of  his  debit, 
the  amount  of  his  staff  and  to  some  extent  the  amount  of  ordin- 
ary insurance  in  force,  which  is  given  him  on  which  he  has  a 
commission. 

Q.  What  is  the  highest  amount  you  have  ever  paid  a  super- 
intendent? A.  I  suspect  McGargee;  at  the  time  he  left  us  was 
receiving  the  largest. 

Q.  He  was  in  the  New  York  Northern  District?  A.  He  was 
in  the  New  York  North.  He  had  i6o  men  under  him  and  the 
largest  debit  in  the  company  and  was  the  oldest  servant  in  the 
superintendency  ranks. 

Q.  What  was  the  aniount  of  his  compensation?  A.  I  think 
it  was  in  the  neighborhood  of  four  hundred  dollars  a  week  gross, 
was  it  not,  Mr.  Hegeman  ? 

MR.  HEGEMAN:     Somewhere  around  there. 

Q.  Four  hundred  dollars  a  week  salary?  A.  Well,  if  you 
choose  to  state  it  so,  it  was  on  his  debit. 

Q.  Why  do  you  say  four  hundred  dollars  a  week  gross?  A. 
Because  he  had  to  pay  all  his  expenses  out  of  it. 

Q.  Do  you  know  what  it  netted  him  ?    A.  I  have  no  idea. 
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Q.  Do  you  know  what  his  expense  approximated?  A.  No, 
it  would  be  a  guess.  He  had  a  very  large  office,  and  a  very 
large  force  of  clerks,  and  had  to  spend  a  great  deal  to  get  busi- 
ness, no  doubt. 

Q.  When  did  he  leave  you?  A.  This  year  some  time;  his 
health  broke  down. 

Q.  Have  you  other  agents  who  get  gross  three  or  four  hundred 
dollars  a  week?    A.  We  have,  I  think,  one  who  gets  that. 

Q.  Where  is  he?  A.  He  is  in  Philadelphia — ^two,  one  in  St. 
Louis,  and  both  have  been  with  us  a  great  many  years,  and 
have  a  very  large  debit  in  force,  and  have  a  large  force  under 
them. 

Q.  How  much  do  they  get?  A.  One  gets  $330  at  present, 
and  the  other  $317.  r  Those  are  two  of  the  seven  men  who  have 
those  one  time  cumulative  contracts. 

Q.  How  much  is  the  total  paid  in  1904  to  superintendents? 
A.  Well,  you  did  ask  me  for  that  and  I  do  not  know. 

Q.  Well,  approximately?  A.  I  should  have  to  guess,  and  I 
would  rather  not. 

Q.  You  can  supply  that  later?    A.  Will  you  get  that,  Mr. 

Craig? 

MR.  CRAIG:    Yes. 

Q.  It  is  a  fact,  is  it  not,  that  there  is  great  pressure  on  your 
agents  to  get  business?  A.  Why,  I  don't  think  so.  There  is 
only  the  pressure  that  is  involved  in  a  superintendent  desiring 
to  make  his  allotment,  as  we  call  it,  that  is  an  amount  of  busi- 
ness we  thing  ought  to  be  produced  from  the  districts. 

Q.  What  happens  if  he  does  not  produce  it?    A.  Nothing 

happens. 

Q.  Except  that  he  is  not  satisfactory?    A.  He  gets  scolded, 

that  is  all. 
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Q.  And  if  he  continues  he  is  dismissed?  A.  Well,  nobody 
does  that.  I  think  the  allotment  runs  about  ten  cents  per  week 
per  agent's  increase,  and  I  think  the  average  increase  that  is 
being  made  is  about  eight  cents. 

Q.  Don't  you  find  that  charging  the  agent  with  lapses  in  ar- 
riving at  the-  amount  at  which  his  commission  is  to  be  computed, 
in  view  of  the  normal  percentages  of  lapses  in  that  kind  of  busi- 
ness, put  great  pressure  upon  the  agent  to  get  new  business? 
A.  I  think  not,  we  have  tried  other  experiments.  Of  course 
the  origin  of  this  method  of  payment  was  to  prevent  lapses. 
The  temptation  of  course  in  an  agent  who  starts  out  to  do  an 
industrial  business  where  the  premiums  are  paid  weekly,  and 
therefore  there  may  be  lapses  any  week,  the  temptation  would  be 
to  write  business,  get  his  commission,  let,  it  lapse,  rewrite  it, 
and  keep  on  so,  and  it  would  be  a  bottomless  pit  for  us.  Our 
system  of  compensation  was  therefore  founded  upon  the  idea 
that  he  ought  to  get  all  the  collections  that  he  could,  and  that 
he  ought  not  to  let  a  policyholder  lapse  who  could  be  induced 
by  proper  means  to  pay.  And  I  believe  the  John  Hancock 
had  at  one  time  a  somewhat  different  system.  They  paid,  I 
think,  so  much  for  new  business,  and  then  a  small  amount  on 
increase.  Their  expense  ratio,  I  think,  has  always  been  higher 
than  ours,  and  their  rate  of  persistence  is  not  so  good  as  ours  of 
late  years,  and  I  believe  we  have  a  better  system.  We  tried 
that  system  out  in  the  west  as  an  experiment  some  years  ago. 
It  was  not  a  success  in  the  way  of  holding  agents  or  holding  busi- 
ness more  economically.  Then  we  tried  in  Chicago  a  salary 
plan,  and  paid  a  man  twelve  dollars  a  week,  and  then  had  his  ac- 
count made  up  to  see  how  it  would  come  out,  with  what  he  would 
earn  anyway.  We  found  they  were  unproductive  agents; 
they  would  simply  live  on  the  twelve  dollars  a  week,  and  not 
work,  and  that  was  unjust  to  us,  and  to  the  stockholders,  and 
to  the  policyholders,  and  to  the  company,  and  it  was  not  contin- 
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ed.  We  have  tried  these  experiments,  and  have  come  to  the 
belief  that  we  have  the  best  system.  In  the  case  of  the  older 
agents  we  gradually  increase  according  to  their  years  of  service 
the  number  of  times  we  pay,  so  that  agents  who  have  been  with 
us  a  long  while  get  twenty  times,  so  in  that  way  we  make  up  to 
him  something  in  the  inequality  of  charging  him  with  the  lapses 
on  the  old  business. 

Q.  It  occurs  to  me  that  with  the  best  efforts  there  could  be  a 
certain  number  of  lapses  almost  of  necessity  in  this  class  of  busi- 
ness? A.  There  will  be  with  fifty-two  opportunities  to  lapse, 
weekly  payments. 

Q.  And  with  the  agents  charged  with  the  lapses  in  determining 
the  collectible  debit  there  would  be  a  great  temptation  to  write 
at  any  hazard  new  business  in  order  that  his  collectible  debit 
might  be  maintained  or  increased?  A.  Well,  the  answer  to  that 
would  be  that  this  business  so  obtained  would  itself  drop  off 
and  he  would  not  be  any  better  off  a  week  or  two  after  than 
when  he  started. 

Q.  Excepting  that  then  there  would  be  an  increasing  desire 
to  write  new  business  although  the  risks  were  not  satisfactory? 
A.  Well,  of  course,, that  sort  of  agent  would  not  be  successful 
and  would  not  be  allowed  to  continue,  because  the  superintendent 
would  say,  "Here  is  business  brought  in  one  week  which  has 
just  lapsed,"  and  it  would  not  continue.  The  thing  to  deter- 
mine with  respect  to  the  agent  is  what  do  they  make.  If  they 
make  an  average  salary  of  eleven  or  twelve  dollars  a  week  and 
we  give  them  an  opportunity  in  addition  to  make  commissions 
on  ordinary  business,  it  seems  to  me  we  have  done  justice  by 
them,  and  so  far  as  that  is  concerned  our  method  is  a  proper  one- 
And  so  far  as  the  policyholder  is  concerned,  we  believe  it  to  be 
the  best  method  after  trying  various  experiments.  Then  I 
want  to  say  this,  too,  that  I  think  our  experience  is  proving  the 
correctness  of  our  plan,  in  view  of  the  fact  that  our  lapsed  ratio 
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is  decreasing.  Now,  when  Mr.  Craig  made  up  those  for  you 
as  to  the  number  lapsing  the  first  year  within  three  months  I 
compared  them  with  figures  which  had  been  made  up  for  me  a 
few  years  ago  for  the  purpose  of  writing  an  article,  and  I  found 
the  ratio  had  decreased  very  much  since  that  time,  so  we  think  we 
are  getting  there.  Of  course  if  there  were  no  lapses,  if  he  could 
collect  every  premium  every  week,  we  would  pay  very  much 
more  to  policyholders  and  very  much  more  to  agents,  and  that 
therefore  must  be  our  aim.  We  are  aiming  at  getting  a  per- 
sistent business,  and  every  step  we  take  in  that  direction  benefits 
agents  and  policyholders. 

Q.  Have  you  any  agreement  with  the  Prudential  that  you 
will  not  employ  any  agent  that  is  with  the  other  company  or 
that  has  been  discharged  by  the  other  company?  A.  Oh,  cer- 
tainly not,  never  have  had  such  an  agreement.  The  agreement 
between  the  three  companies  is  that  we  will  not  put  on  an  agent 
of  another  company  in  the  same  locality  for  our  company  within 
two  years,  in  the  same  district,  the  reason  being  that  if  a  man 
should  leave  the  Hancock  say,  and  should  come  to  us  and  there 
were  no  such  agreements,  there  would  be  a  very  great  temptation 
for  him  to  go  to  his  old  policyholders  in  the  Hancock  and  per- 
suade them  to  give  them  up  and  to  come  with  us  in  the  Metro- 
politan. •  It  would  be  a  great  injustice  to  policyholders.  That 
rule  is  made  solely  for  the  protection  of  the  policyholders  and 
no  others,  but  we  constantly  take  men  dropped  from  the  other 
companies  and  they  constantly  take  ours. 

Q.  The  three  Companies  you  refer  to  are  the  Prudential,  John 
Hancock  and  your  own?  A.  We  have  agreements  with  all  the 
respectable  industrial  companies  in  the  country. 

Q.  Have  you  any  agreement  with  any  company  as  to  rates? 
A.  No,  sir,  none  whatever.  As  a  matter  of  fact  our  rates  are 
different.     The  rates  in  all  the  three  companies  are  different. 
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BY  THE  CHAIRMAN: 

I  think  you  said  that  so-called  lapses  from  death  in  your  com- 
pany are  not  charged  against  the  agent?  A.  No,  not  in  his  com- 
pensation. 

Q.  So  you  must  make  a  distinction  in  your  business  in  some 
way?  A.  We  do.  He  does  not  put  it  in  the  account  if  it  is 
caused  by  death,  it  does  not  appear  in  his  account  at  all  and  he 
is  not  charged. 

Q.  But  that  premium  which  the  deceased  person  otherwise 
would  have  paid  has  gone  into  his  debit?  A.  Into  his  debit, 
yes,  but 

Q.  How  does  he  indicate  that  it  had  died  and  not  lapsed?  A. 
Why  I  presume  that  is  indicated  in  the  account.  We  know  it. 
The  fifty  years  he  is  not  charged  with  it.  By  what  method  it  is 
brought  to  our  own  attention,  I  don't  know.  I  presume  there  is 
a  column  in  the  account. 

BY  MR.  HUGHES: 

Q.  The  Committee  would  like  to  know  how  many  infantile 
policies  the  company  is  now  issuing  per  year,  can  you  now  state? 
A.  Why 

Q.  You  can  furnish  it?  A.  I  can  furnish  it.  I  will  not  say  as 
a  guess. 

Q.  How  many  in  1904  and  how  many  in  1905  up  to  November 
ist      A.  We  will  get  those  figures  for  you. 

BY  THE  CHAIRMAN: 

Q.  Do  you  do  any  business  outside  of  this  country  and  Canada? 
A.  No,  sir. 
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Q.  Do  you  cover  all  the  provinces  of  Canada?  A.  No,'' sir, 
we  cover  British  Columbia,  Quebec,  Ontario  and  we  are  in  Winni- 
peg, which  is  Manitoba,  I  think. 

Q.  Do  nothing  in  Mexico  or  South  America?     A.  No. 

BY  MR.  HUGHES 

Q.  You  have  been  asked  for  a  statement  of  payments  for 
services  in  connection  with  matters  of  legislation  apart  from  Mr. 
Hamilton  and  you  have  furnished  this  statement  (handing 
paper)?     A.  Yes. 

MR.  HUGHES :  I  offer  the  paper  in  evidence. 

(Paper  marked  Exhibit  352.) 

THE  WITNESS:  In  ten  years,  is  it  not? 

Q.  In  ten  years,  exclusive  of  the  payments  made  to  Mr.  Ham- 
ilton. How  were  these  moneys  paid  out  in  1905  expended? 
A.  They  were  paid  by  checks  to  different  counsel  in  different 
parts  of  the  country  and  Canada. 

Q.  Any  part  of  it  expended  in  New  York?  A.  I  think  not; 
I  am  not  certain. 

Q.  Through  whom  were  these  moneys  disbursed?  A.  Why 
they  send  an  account  to  me  and  I  checked  it. 

Q.  Who  sends  the  accotmt?     A.  The  lawyer. 

Q.  Well,  who  is  the  lawyer?  A.  The  lawyer  whom  I  employ 
in  the  different  States. 

Q.  Are  these  moneys  all  paid  for  lawyers?  A.  Why  practi- 
cally all,  I  think,  yes,  sir. 

Q.  What  are  not  so  paid?  A.  I  don't  remember,  but  there 
may  have  been  a  few  not  lawyers.     I  remember  a  man  in  Penn- 
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sylvania  who  was  in  a  position  to  give  us  information  as  to  how 
things  were  going  on  in  Harrisburg,  and  I  think  that  may  in- 
clude $300  to  him — 2$4o,  I  think. 

Q.  What  amount  have  you  expended  in  the  last  ten  years  in 
Massachusetts?     A.  The  total  amount? 

Q.  Yes.  A.  I  am  sure  I  don't  know.  The  largest  was  in 
1905,  where  we  spent  quite  a  considerable  amount  of  money 
because  we  had  the  fight  of  our  lives  there. 

Q.  How  much  did  you  expend?  A.  I  should  not  be  sur- 
prised to  the  amount  of  $40,000. 

Q.  How  did  you  expend  it?  A.  Exclusively  in  payment  of 
counsel,  and  in  paying  the  newspapers  to  print  our  testimony, 
which  they  refused  to  do  without  being  paid  for  it.  They 
printed  all  the  testimony  against  us  with  flaring  headlines,  and 
Governor  Long  said  this  will  never  do,  if  we  win  in  this  State, 
we  .will  have  to  win  by  publishing  information,  and  we  must 
get  your  testimony  in.  And  they  charged  us  a  dollar  a  line, 
but  we  could  not  help  it.  I  think  that  was  the  way  most  of 
the  money  was  spent.  I  think  we  spent  more  that  way  than  for 
counsel. 

Q.  Have  you  retained  any  persons  at  any  time  who  have  been 
connected  with  insurance  departments?  A.  Do  you  mean  at 
the  time  they  were  connected  with  the  department? 

Q.  No,  who  had  been  previously?  A.  No,  I  think  Mr.  Fricke 
has  been  retained  once  or  twice.. 

Q.  Is  he  under  retainer  now?  A.  No,  he  is  not  under  re- 
tainer in  that  sense.  I  mean  he  was  employed  for  specific  pur- 
pose. There  is  nobody  under  retainer  for  legislative  work  what- 
ever, unless  you  may  say  Mr.  Hamilton  is. 

Q.  Can  you  state  to  whom  the  items  were  paid  comprising 
the  $9,000  in  1905?  A.  Well,  only  roughly.  I  could  find  out 
for  you.  It  is  my  recollection  that  about  $1,000  of  it,  or  $1,300 
were  paid  to  various  counsel  in  Canada  for  appearing  before  the 
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government— it  was  a  government  measure,  and  possibly  before 
the  legislature  afterwards  and  about  a  bill  that  was  pending. 
Then  there  was  paid  to  ex-Senator  Butler  of  Massachusetts,  who 
was  our  regular  counsel  there,  I  think  something  like  $2,000  in  a 
fight  that  was  on  New  Hampshire,  and  I  think  a  smilar  amount 
for  Massachusetts.  That  makes  up  nearly  all  the  money. 
There  were,  as  I  remember,  eight  States  in  this  year  in  which 
we  had  to  employ  counsel  including  Canada,  as  one  State. 

Q.  If  you  will  make  up  a  statement  showing  the  persons  who 
have  received  the  moneys  mentioned  here  I  should  like  it. 
Take  the  last  five  years?     A.  Yes,  sir. 

Q.  Have  you  made  any  payments  to  Andrew  C.  Fields?  A. 
Oh,  no,  sir. 

Q.  To  William  H.  Bulkley?  A.  I  think  there  are  one  or  two 
small  payments  to  Mr.  Bulkley. 

Q.  Within  what  period?    A.  Well,  I  should  say  in  five  years. 

Q.  And  for  what  purpose,  in  connection  with  what  legislation? 
A.  Well,  I  think  that  he  was  employed — I  did  not  employ  Mr. 
Bidkley.  I  think  he  was  employed  to  look  after  things  when 
Mr.  Hamilton  was  away  from  Albany,  and  to  give  us  information 
as  to  how  things  were  going  on  there  in  the  department,  and  in 
the.  Legislature,  but  the  sum  was  small;  my  recollection  is  that 
we  paid  him  $500  or  something  of  that  sort. 

Q.  If  you  will  make  an  itemized  statement  for  the  five  years 
showing  the  different  persons  who  received  the  money  I  should 
be  obliged?     A.  Yes,  sir,  I  will. 

Q.  You  have  also  furnished  a  statement  showing  legal  ex- 
penses for  1904,  itemized?     A.  Analyzed. 

MR.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  353  and  read  by  Mr.  Hughes.) 
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THE  WITNESS:  The  thousand  dollars  paid  to  Mr.  Hamilton 
makes  that  five  against  this  four. 

Q.  You  are  referring  now  to  the  comparison  of  the  legislative 
counsel  fees  in  the  table  of  legal  expenses  and  the  table  of  pay- 
ments outside  of  those  paid  to  Mr.  Hamilton.  What  is  meant 
by  $2,842.58  erroneously  debited  to  legal  expenses?  A.  When 
I  came  to  go  over  them  I  found  some  items  that  the  clerk  had 
included.  There  was  a  certain  amount  paid,  five  hundred  dol- 
lars to  the  Department  accounted  going  over  the  actuary's  books, 
certain  detective  fees,  and  those  things  added  up  had  nothing 
to  do  with  legal  expenses,  or  legislative  expenses. 

Q.  You  mention  five  hundred  dollars  to  the  Insurance  De- 
partment. Can  you  mention  any  other  item  ?  A.  The  detective 
fees  were  several  hundred  dollars.  Mr.  Craig,  can  you  remember 
the  others,  there  were  tax  searches,  which  was  quite  a  large 
amount. 

Q.  The  general  counsel  fees  mentioned  here  are  the  general 
counsel  of  your  company?  A.  That  means  counsel  who  we 
employ  in  various  suits  at  an  annual  retainer  which  has  nothing 
to  do  with  legislation. 

Q.  And  your  regular  counsel?     A.  Yes. 

Q.  The  tax  matters  and  litigation  refer  to  the  ordinary  legal 
work  of  your  Company?     A.  Yes. 

Q.  And  has  nothing  to  do  with  matters  of  legislation?  A. 
No. 

Q.  Can  you  tell  me  how  the  amounts  for  which  paid-up  policies 
are  allowed  by  your  company  are  ascertained.  What  is  the  basis 
of  computing  the  amount  for  paid-up  policies?  A.  Under  the 
increasing  life  and  endowment  policies  or  any  policies  which  have 
a  definite  term,  it  is  the  proportion  which  the  number  of  years 
the  policy  has  been  in  force  has  to  the  number  of  years  the 
policy  would  be  in  force  to  mature,  according  to  the  face  of  the 
policy. 
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Q.  I  know.  But  how  do  you  reach  that  method?  In  other 
words,  why  do  you  select  that  proportion?  A.  That  is  as  old  as 
the  business,  I  think. 

Q.  Is  there  a  scientific  reason  or  simply  a  tradition?  A.  It  is 
simply  a  tradition.  A  twenty  payment  life  policy,  for  instance, 
which  has  been  in  force  for  ten  years,  they  give  half  of  the 
policy.     It  is  all  wrong. 

Q.  Why  should  it  not  be  more?     A.  It  ought  to  be  less. 

Q.  Why  do  you  pay  more  than  you  ought  to  do?  A.  I  don't 
know.     It  has  been  done  always  and  we  follow  the  tradition. 

Q.  What  is  the  ratio  which  you  allow  for  paid-up  insurance  to 
the  reserve?  A.  In  the  Industrial  Department  it  is  83  per  cent, 
of  the  reserve. 

Q.  What  is  it  in  the  ordinary  department?  A.  I  have  for- 
gotten.    Mr.  Craig,  do  you  know? 

MR.  CRAIG:  On  life,  66^. 

MR.  HUGHES;  What  is  it  on  endowment  policies? 

MR.  CRAIG:  It  varies  according  to  the  policy. 

THE  WITNESS:  The  endowment  is  according  to  the  other 
rule  I  have  mentioned. 

Q.  What  would  be  the  percentage  of  the  reserve ?  A.  It  would 
differ,  I  think.     I  don't  think  there  is  any  rule  about  it. 

Q.  Can  you  make  up  a  statement  which  would  show  just  what 
relation  your  paid-up  policies,  that  is,  the  amount  allowed  under 
these  systems  you  have,  bears  to  your  reserve?  A.  Will  you  do 
that,  Mr.  Craig?  Make  up  what  part  of  the  reserve  is  used  up  in 
the  amount  of  paid-up  policies. 
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MR.  CRAIG:  In  the  ordinary  department? 

THE  WITNESS:  That  is  what  I  understood  him  to  ask. 
You  said  in  the  ordinary  department? 

MR.  HUGHES:  In  the  Industrial,  Ordinary  and  Intermediate 
so  we  can  see  what  proportion  is  paid  compared  with  other  com- 
panies. 

Q.  I  have  here  a  statement  as  to  certain  other  companies 
which  have  been  acquired  directly  or  indirectly,  or  their  business 
taken  o^'er  by  the  Metropolitan  Life.  (Producing  paper.)  A. 
Yes. 

Q.  Are  you  familiar  with  the  facts  or  should  Mr.  Hegeman  be 
examined  upon  that  point?  A.  I  think  he  probably  knows  less 
about  it  than  I  do. 

Q.  Then,  Mr.  Fiske,  will  you  state,  please,  what  companies 
you  have  acquired  within  the  last  ten  years?  A.  I  don't  know 
whether  I  can  give  them  all  from  memory.  There  are  about 
fourteen.    The  People's  of  Norwich,  the  United  States  of  Newark. 

(Paper  handed  witness). 

THE  WITNESS:  I  thought  there  were  one  or  two  more,  but 
I  have  no  doubt  that  is  right. 

Q.  Read  them  on  the  record.  A.  The  United  States  of 
Newark,  the  People's  of  Norwich,  Connecticut,  the  Vermont  of 
Vermont,  the  Western  of  Indianapolis,  the  Central  of  St.  Louis, 
the  Canadian  of  Quebec,  the  Citizen's  Life  of  Atlantic  City,  the 
industrial  business  only  of  the  Pacific  Mutual  of  San  Francisco, 
the  Provident  of  Wheeling,  the  Sun  of  Connecticut,  the  Economic 
of  Wilmington.     There  is  the  Covenant  Mutual  of  Missouri  not 

287s 


Testimony  of  Haley  Fiske 

in  here,  but  that  was  not  an  industrial  company.     Perhaps  you 
mean  only  industrial  companies. 

Q.  Now,  what  was  the  method  that  you  used  to  acquire  those 
companies — were  they  stock  companies?  A.  All  of  them,  as  I 
remember  it. 

Q.  Did  you  get  the  stock?     A.  No,  only  in  one  case. 

Q.  Did  you  wind  them  up  ?     A.  Never. 

Q.  How  did  you  take  over  the  business?  A.  Why,  the  Peo- 
ple's Life  was  the  first  one.  In  that  case  an  arrangement  was 
made,  as  I  remember  it,  with  the  company  by  which  we  paid  a 
commission  for  the  transfer  of  the  business  and  with  that  com 
mission  a  committee  of  stockholders  acquired  the  stock — all  of 
the  stock,  and  put  it  in  the  name  of  one  man,  so  that  that  ended 
the  ownership.  For  that  commission  we  obtained  the  right  from 
them  to  apply  to  their  policyholders  to  take  an  assumption 
stamp  made  by  us  on  their  policies,  which  assumption  stamp  was 
an  agreement  by  them  to  release  the  liability  of  the  People's 
Life  and  to  accept  the  liability  of  the  Metropolitan  Life,  and  then 
the  People's  Life  turned  over  to  us  the  assets  to  equal  the  reserve 
which  had  to  be  put  up  on  that  business.  That  was  the  only 
case  in  which  any  stock  transaction  had  anything  to  do  with  it. 
I  foresaw  that  it  might  lead  to  difficulties  if  the  stock  were 
brought  into  the  transaction,  and  I  have  ever  since  then  refused 
to  buy  any  stock  or  have  any  stock  bought  by  the  Metropolitan 
Company 

Q.  You  took  the  risk?  A.  I  never  took  a  risk— we  never 
take  a  risk. 

Q.  I  mean  you  took  the  risks,  not  a  risk?  A.  We  took  the 
risks.  The  method  first  adopted  in  the  United  States,  and  I 
think  in  most  of  those  other  companies  has  been  to  have  the 
Board  of  Directors  of  the  company — and  I  assume  with  the  con- 
sent of  the  stockholders — make  an  agreement  with  us  by  which 
we  shall  assume  the  liability  under  policies  of  those  companies 
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by  taking  their  policies  and  stamping  our  assumption  contract 
upon  them,  and  then  obtaining  the  consent  of  the  poUcyholders. 

Q.  And  then  they  agreed  not  to  write  any  more  business, 
that  is,  the  companies?  A.  Why,  sometimes  they  do,  and 
sometimes  they  do  not.  It  don't  make  very  much  difference 
to  us.  In  general  I  think  those  companies  have  after  they 
have  sold  the  business  liquidated  it? 

Q.  Yes;  they  could  not  very  well  go  on  if  the  existing  risks 
were  transferred?  A.  It  would  be  starting  all  Over  again,  of 
course;   of  course  they  could. 

Q.  The  aim  was  to  acquire  the  industrial  business  principally? 
A.  Well,  the  aim  was — take  the  case  of  the  People's ;  there  was  a 
compaif^  that  was  clearly  insolvent — that  was  sure  to  fail — 
that  had  sixty  thousand  industrial  policyholders  who  would  be 
put  in  a  good  deal  of  distress ;  and  I  think  the  aim  there  was  to 
save  the  policyholders  of  that  company  and  save  the  industrial 
business  from  a  scandal  which  would  come  at  the  failure  of  a  large 
industrial  company.  In  the  case  of  the  United  States  the  re- 
port made  to  us  was  that  the  passage  by  the  Legislature  of  New 
Jersey  of  a  law  compelling  the  issue  of  paid-up  policies  after  three 
years,  was  a  law  that  prevented  their  going  on  in  business. 
They  did  not  have  their  reserve  made  up  at  the  end  of  the  three 
years,  and  they  could  not  stand  up  under  the  liabilities  imposed 
by  that  statute..  They  asked  us  under  those  circumstances  to 
take  them  and  we  took  them.  La  Canadien  was  a  company 
that  never  had  any  reserves,  put  up  that  was  run  as  badly  as  a 
company  could  be  with  reference  to  the  policyholders  in  that 
respect,  and  even  then  the  managers  were  not  Satisfied,  and  they 
came  down  to  New  York  and  asked  us  to  take  them,  and  we 
took  them  in  the  same  way.  The  Sun  Life  of  Louisville  had  been 
in  business  a  good  many  years — I  do  not  think  it  had  ever  been 
able  to  pay  a  dividend;  I  think  they  saw  the  prospect  of  divi- 
dends to  stockholders  was  quite  uncertain,  and  got  tired,  and 
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asked  us  to  take  them,  and  we  took  them.  The  Pacific  Mutual, 
their  industrial  was  a  great  load  upon  them ;  they  were  not 
making  headway;  and  they  I  think  wanted  to  realize  on  their 
investment  on  the  industrial  and  apply  themselves  to  prosecut- 
ing the  ordinary;  that  is  the  reason  for  that;  and  most  of 
those  of  those  other  companies  was  very  small,  I  think. 

Q.  Within  what  time  have  the  businesses  of  those  companies 
been  acquired?  A.  I  think  the  People's  was  in  1893,  and  ^^^^ 
is  the  first  one.     I  think  the  Pacific  Mutual  was  the  last  one. 

Q.  When  was  that?  A.  Three  or  four  years  ago.  Let  me  look 
at  this  list,  and  see  if  there  is  anyone.  Do  you  remember  any 
later  one,  Mr.  Craig?  « 

MR.  CRAIG:  The  Sun  Life. 

THE  WITNESS:  Was  that  after  the  Pacific?  The  Sun  was 
soon  after — about  the  same. 

BY  MR.  HUGHES: 

Q.jjHow  much  money  has  your  company  paid  out  in  acquir- 
ing'the  businessTof  these  compaiiies?  A.  Why,  I  don't  know. 
What  I  know  is,  and  what  was  my  business  to  know  is  that 
we  got  this  business  in  this  way  from  these  companies,  at  about 
the  same  cost  as  we  got  out  other  business.  In  other  words  when 
we  made  up  our  minds  whether  we  could  afford  to  take  over 
the  business  of  these  companies  we  calculated  how  many  times 
the  business  would  cost — that  is,  how  many  times  the  debit 
and  then  brought  in  the  limits  of  our  other  business  we  thought 
we  could  afford  to  take  it. 

Q.  Do  you  know  what  you  paid  for  the  People's,  for  example? 
A.  My  recollection  is  it  was  about — in  money,  I  do  not.     Do 
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you  remember  how  many  times,  Mr.  Craig ?     I  think  fifty 

to  sixty? 

Q.  About  fifty  to  sixty  times?     A.  Yes. 

Q.  Times  what?     A.  The  debit. 

Q.  What  do  you  mean  by  the  debit?  A.  The  collectible 
debit  that  was  assumed  by  us. 

Q.  You  mean  the  ocUectible  debit  that  was  assumed  by  you, 
or  collectible  debit  that  was  receivable  by  you  in  premiums? 
A.  Ordinarily  we  only  pay  on  those  where  they  are  assumed 
by  an  assumption  stamp  and  the  premium  paid,  so  that  they 
are  actually  our  policies. 

Q.  Yes,  and  a  collectible  debit  is  an  amount  debited  against 
the  policyholder  as  an  amount  to  be  paid.  A.  A  collectible 
debit  is  weekly  premiums  from  those  policies. 

Q.  That  is  another  way  to  put  it.  A.  Your  way  of  stating 
might  mean  of  a  debit  that  was  past  due. 

Q.  I  mean  those  in  force,  and  assumed  of  course.  How 
many  industrial  companies  are  there  in  the  country  now,  and 
doing  business  in  the  State  of  New  York?  A.  I  should  think 
ten  or  eleven — oh,  in  the  State  of  New  York? 

Q.  Yes.  A.  Oh,  bless  me — well,  I  think  there  are  only  four. 
They  cannot  come  in  here  on  account  of  the  reserve  laws. 

Q.  And  there  are  in  the  country  as  a  whole  about  ten  or 
eleven?     A.  I  should  think  so. 

Q.  How  many  were  there  fifteen  years  ago?  A.  I  should 
say  somewhere  about  the  same  number. 

Q.  Then,  the  places  of  those  companies  purchased  have  been 
taken  by  new  companies  starting  in  various  localities?  A. 
There  were  between  those  dates  'perhaps  more  at  sometimes. 
Tfiey  may  have  been  reduced  in  number. 

Q.  Has  it  been  the  policy  of  your  company,  so  far  as  possible, 
to  prevent  competition  by  purchasing  of  companies?  A.  Never 
in  the  world,  never  had  such  an  idea  in  our  head. 
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Q.  Were  all  the  companies  whose  business  you  took  over  on 
the  verge  of  dissolution?  A.  I  would  not  say  that.  I  do  not 
think  the  Pacific  Mutual  was  at  all  on  the  verge  of  dissolution. 
I  think  the  Sun  would  be. 

Q.  HoAV  about  the  Economic  of  Wilmington?  A.  The 
Economic  of  Wilmington  was  a  little  company.  I  don't  know 
that  that  was  on  the  verge  of  dissolution. 

O.  How  about  the  Provident  of  Wheeling?  A.  That  was  a 
little  bit  of  a  company.  They  were  not  on  the  verge  of  dis- 
solution. They  never  put  up  reserve.  They  could  liv'e  for- 
ever.      They  got  tired. 

Q.  Of  competition?  A.  No;  I  do  not  think  we  ever  hear.l 
of  them.  That  company  -^vas  started  by  an  old  superintendent 
of  ours,  and  he  did  not  get  a  large  profit  in  it. 

Q.  How  much  did  you  pay  him  to  quit?  A.  We  do  not  pay 
anything  to  quit.  We  assumed  their  business  about  on  the  same 
terms  I  have  stated. 

Q.  You  don't  know  what  amount — you  can  furnish  the 
amounts  of  those  payments  to  the  various  companies?  A. 
Of  course,  in  many  of  thof^e  cases  the  cost  to  us  was  really 
in  the  reserve  we  put  up.  Often  we  paid  no  cash,  or  very 
little  cash. 

BY  THE  CHAIRMAN: 

Q.  Is  that  the  cost  that  you  spoke  of  ?  Of  the  reserve  you  had  to 
put  up,  included  within  the  sixty  or  fifty  times  you  mentioned 
as  consideration?  A.  Oh,  yes,  I  think  in  the  case  of  the  Sun 
Life  we  did  not  pay  anything  at  all.  ^ 

BY  MR.  HUGHES: 

O.  In   other    w6rds,   you   computed  the   amount   to  be    paid. 
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and  then  ■  you  took  the  amount  of  reserve  you  would  have 
to  put  up  in  the  business  from  the  total  and  paid  the  difference 
in  cash  ?  A.  If  there  is  a  difference.  I  think  in  the  case  of  the 
Sun  Life  there  was  nothing-  and  in  some  other  cases  I  think 
it  would  be  that  the  cost  represented  in  some  cases  the  cash  and 
reserve. 

O.  We  had  our  attention  called  this  morning  to  the  ac- 
quisition of  the  Parker  Building,  on  the  corner  of  Fourth- 
Avenue  and  19th  Street,  and  to  the  fact  that  there  was  an 
eight  hundred  dollar  mortgage  on  it  at  four  and  a  half  per  cent- 
interest.       \Y2.s  that  mortgage  past  due? 

MR.  ECKER:  It  was  not. 

Q.  Did  you  try  to  pay  it  oflf? 

MR.  ECKER:  It  was  held  by  the  Lawyers'  Mortgage  Com- 
pany, which  we  had  understood  had  parcelled  out  the  interest 
in  it,  and  therefore,  could  not  pay  it  off.  It  was  due  on  the 
15th  of  January. 

O.  A\'ill  you- explain  how  it  was  that  3^ou  were  willing  to  pa}' 
for  the  northeast  corner  of  24th  Street  an  amount  not  only 
equal  to  the  value  of  the  property  on  which  the  old  church 
stood  but  three  hundred  thousand  dollars  in  excess  of  the 
same? 

:MR.  ECKER:  W'e  did  not  pay  that  for  the  northeast  corner^ 
Paid  three  hundred  thousand  dollars  more  than  we  paid  for 
the  northeast  corner. 

^Q.  Paid  it  that  way — what  was  the  reason  for  that? 

MR.  ECKER:  Because  the  southeast  corner  was  worth 
three  hundred  thousand  dollars  to  us,  more  than  the  northeast 
corner. 
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Q.  Was  it  worth  more  in  the  market? 

MR.  ECKER:  I  should  say  it  was  worth  a  great  deal  more 
in  the  market. 

MR.  HUGHES:  Why? 

MR.  ECKER:  Because  the  23d  street  plot  was  worth  very; 
much  more  than  the  plot  between  24th  and  25th  streets. 

Q.  $300,000  more? 

MR.  ECKER:  Very  nearly  that;  I  should  say  it  was  $300,- 

000  more., 

Q.  Were  you  familiar  with  the  matter,  Mr.  Fiske? 
THE  WITNESS :   Only  in  a  most  general  way. 

O.  The  matter  was  in  the  hands  of  Mr.  Hegeman?     A.  Yes, 

1  understand,  and  Mr.  Ecker  I  think  had  charge  of  it. 

JOHN  McGUINNESS,  being  duly  sworn,  testified  as  fol- 
lows : 

BY  MR.  HUGHES: 

Q.  Where  do  you  reside?    A.  Ridgewood,  New  Jersey. 

O.  What  is  your  occupation?  A.  Employee  of  the  Equitable 
Life   Assurance   Society. 

O.  What  has  been  your  position  with  the  Equitable  Life 
Assurance  Society  ?  A.  Clerk,  stenographer,  head  of  depart- 
ment over  a  period  of  something  like  twenty-one  years. 

O.  Of  what  department  have  you  been  the  bead?  A.  Policy 
loan  department  and  at  present  what  is  known  as  the  purchas- 
ing department. 

Q.  How  long  have  you  been  head  of  the  purchasing  de- 
partment ?     A.  For  about  eight  and  a  half  years. 

Q.  Have  you  letter  books  containing  the  letters  written  by 
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Mr.  Thomas  D.  Jordan  to  Andrew  C.  Fields  with  reference 
to  the  legislation  in  the  State  introduced  which  should  be  sup- 
ported or  opposed?    A.  I  have. 

Q.  Will  you  produce  them?  A.  (Witness  produces  letter 
books.) 

Q.  Before  you  turn  to  those  letters  will  you  state  just  what 
you  had  to  do  yourself  in  connection  with  the  bills  introduced 
in  the  Legislature  of  New  York?  A.  Yes,  sir.  It  was  the 
practice  to  receive  as  soon  as  they  were  printed,  copies  of  all 
bills  introduced  in  the  Legislature ;  and  for  Mr.  Jordan  I  made 
a  lay  examination  of  them  to  endeavor  to  find  things  that  would 
be  of  interest  to  him  or  interests  I  was  supposed  to  look  after 
and  report  to  him. 

Q.  And  did  you  make  him  a  statement  from  time  to  time 
of  the  results  of  your  examination?  A.  I  called  his  attention 
to  specific  bills  that  I  thought  he  would  be  interested  in. 

Q.  And  then  he  would  send  a  memorandum  to  Mr.  Fields 
as  to  the  action  which  should  be  taken  on  behalf  of  the  com- 
pany? A.  Usually  if  he  was  interested  in  the  things  to  which 
I  brought  his  attention. 

Q.  Now,  I  show  you  a  file  of  copies  of  memoranda  of  Mr. 
Jordan  to  Mr.  Fields  purporting  to  run  from  1898  to  1902. 
Will  you  say  whether  those  are  copies  of  the  letters — mem- 
oranda, subject  of  course  to  any  correction  which  may  ap- 
pear necessary?  A.  If  this  is  a  copy  of  a  memorandum  pre- 
pared by  me  it  is  I  believe  a  correct  transcript  of  this  mem- 
oranda. 

MR.  HUGHES:   Yes.      Then  I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  354.) 

Q.  Is  this  a  copy  of  memoranda  from  January  10,  1902, 
to  February  28,  1905  ?  A.  If  this  is  a  copy  prepared  for  the 
purposes,  I  believe  it  to  be  so  and  complete. 
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MR.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  355.) 
.' 

O.  And  this  last  memorandum  March  10,  1905  to  April  24, 

1905,  copy  of  the  memorandum  between  those  dates?     A.  Yes, 

sir. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  356.) 

THE  CHAIRMAN :   Do  you  propose  to  read  them  now  ? 

MR.  HUGHES:    Yes. 

THE  CHAIRMAN :     I  should  be  very  glad  to  have  them. 

MR.  HUGHES :  I  shall  read  them  because  it  may  be  deem- 
ed important  in  view  of  the  very  general  nature  of  the  testi- 
mony as  to  the  legislation  supported  or  opposed,  to  determine 
just  what  the  action  has  been  with  reference  to  different  bills. 
I  should  state  that  these  bills  are  referred  to  by  numbers  in  the 
majority  of  instances. 

THE  CHAIRMAN:  These  are  copies  of  letters  written  by 
Jordan  to  Fields? 

MR.  HUGHES :  They  are  bills  referred  to  by  numbers. 
They  will  be  made  intelligible  by  the  introduction  of  the  purport 
of  the  particular  bills  referred  to. 

THE  CHAIRMAN:  All  witnesses  who  have  been  subpoe- 
naed to  attend  the  session  are  requested  to  be  present  to-morrow 
morning  at  10.30  o'clock. 

The  Committee  will  adjourn  until  10.30  o'clock  to-morrow 
morning. 

(Adjourned  to  Tuesday,  November  14,  1905,  at  10.30  A.  M.) ' 
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